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Letter  from 


the  Chairman 


To  the  Stockholders: 

Your  Company  was  organized  in  1929  and, 
therefore,  has  completed  its  first  quarter-century. 
Operations  of  this  first  quarter-century  are  re¬ 
viewed  briefly  in  the  second  section  of  this  report. 
This  first  section  covers  operations  for  the  fiscal 
year  ended  January  31,  1954,  herein  referred  to 
as  the  year  1953,  and  the  financial  position  of 
the  Company  at  the  close  of  that  year.  The  table 
of  contents  on  page  three  sets  forth  the  scope  and 
content  of  this  report.  A  comparative  summary  of 
the  high-lights  of  the  year’s  operations  and  of  the 
financial  position  of  the  Company  at  the  close  of 
the  year  is  shown  on  page  six. 

Certified  financial  statements  are  included 
for  Allied  Stores  Corporation  and  Subsidiaries 
Consolidated  and  for  Alstores  Realty  Corporation, 
a  non-consolidated  but  wholly  owned  real  estate 
subsidiary.  In  general,  the  term  Company  when 
used  herein  in  reference  to  operations,  refers  to 
Allied  Stores  Corporation  and  Subsidiaries  Con¬ 
solidated  and  when  used  in  regard  to  financial 
position  items,  it  refers  to  the  statement  of  their 
consolidated  financial  position  in  which  invest¬ 
ment  in,  and  advances  to,  Alstores  Realty  Corpora¬ 
tion  are  treated  as  an  investment. 

Sales  for  the  year,  $515,829,695,  were  the 
greatest  in  the  history  of  the  Company  and  $13,- 
989,048  or  2.8%  greater  than  for  the  preceding 
year.  On  a  comparable  store  basis,  the  sales  in¬ 
crease  for  the  year  was  1.1%.  Changes  in  price 
levels  have  not  been  significant.  Therefore,  this 
sales  increase  reflects  increased  physical  volume. 

Earnings  per  share  of  Common  Stock,  $4.92, 


were  slightly  less  than  the  $5.06  figure  of  the 
preceding  year.  Such  earnings  before  provision 
of  $12,450,000  for  federal  income  taxes,  $24,259,- 
466,  were  $1,077,896  less  than  in  the  preceding 
year.  Increases  in  wage  rates  unaccompanied  by 
either  increased  productivity  or  increases  in  living 
costs  approximated  one  and  one-half  million  dol¬ 
lars. 

Merchandise  margin  improved  by  .2%  of 
sales  although  such  margin  for  the  year  was  af¬ 
fected  favorably  by  the  application  of  the  Lifo 
principle  of  inventory  valuation  by  only  $171,848 
compared  with  such  favorable  effects  for  the  pre¬ 
ceding  year  of  $937,838.  Inventories  at  the  close 
of  the  year  were  valued  $6,295,095  less  than  they 
would  have  been  had  the  Lifo  principle  not  been 
used. 

Although  sales  increased  slightly  on  a  com¬ 
parable  store  basis  and  three  new  units  were  ac¬ 
quired  or  opened  during  the  year,  merchandise 
inventories  at  the  close  of  the  year,  $69,330,078, 
were  approximately  three-quarters  of  a  million 
dollars  less  than  at  the  year’s  beginning  and  mer¬ 
chandise  on  order,  $19,900,000,  was  approxi¬ 
mately  three  and  one-half  million  dollars  or  15% 
less.  It  is  believed  that  the  inventory  investment 
and  purchase  commitments  at  the  close  of  the 
year  bear  a  proper  relationship  to  prospective 
sales,  considering  the  ready  availability  of  prac¬ 
tically  all  lines  of  merchandise. 

No  current  bank  loans  were  outstanding  at 
the  beginning  or  close  of  the  year.  The  Company 
continues  to  finance  a  part  of  its  investment  in 
customers’  deferred  payment  accounts  by  the  sale 
of  such  accounts  to  a  bank.  The  uncollected  bal- 


ances  of  accounts  receivable  sold  totaled  $19,- 
537,119  at  the  close  of  the  year  which  compares 
with  $17,887,851  at  the  close  of  the  preceding 
year. 

Working  capital,  $122,969,731,  increased 
$576,501  during  the  year  and  was  equivalent  to 
23.8%  of  sales.  This  amount  of  working  capital 
is  adequate  to  finance  present  and  prospective 
sales  volume.  Established  lines  of  credit  with 
banks  are  more  than  adequate  to  meet  seasonal 
peak  cash  requirements. 

Alstores  Realty  Corporation  produced  earn¬ 
ings  for  the  year  of  $708,275  before  federal  in¬ 
come  taxes  and  $373,275  after  provision  for  such 
taxes.  As  the  operating  results  of  this  subsidiary 
are  not  consolidated  and  no  dividends  were  re¬ 
ceived  from  it,  no  part  of  these  earnings  is  re¬ 
flected  in  those  of  the  Company. 

Investment  in  and  advances  to  Alstores 
Realty  Corporation  at  the  close  of  the  year,  $7,- 
744,738,  was  $2,391,519  greater  than  at  the  be¬ 
ginning  of  the  year.  Alstores  Realty  Corporation 
and  the  related  subject  of  the  Company’s  property 
and  equipment  are  discussed  in  detail  in  this  re¬ 
port. 

A  junior  department  store  was  closed.  A  new 
store  given  the  name  of  Jordan  Marsh  Company 
was  opened  in  San  Diego,  California  late  in  Jan¬ 
uary,  1954.  A  branch  of  the  L.  S.  Donaldson  Com¬ 
pany  Minneapolis  store  was  opened  in  leased 
premises  at  Rochester,  Minnesota  during  October, 
1953.  In  November,  1953,  the  working  assets  of 
The  D.  M.  Read  Company,  Bridgeport,  Connecti¬ 
cut,  were  acquired  and  a  long-term  lease  with  pur¬ 
chase  option  was  arranged,  covering  the  real 
estate  used.  This  is  a  leading  store  of  that  state  and 
has  a  long  and  enviable  profit  record. 


On  February  1,  1954,  the  Company  acquired 
the  working  assets  of  R.  E.  Kennington  Company, 
Jackson,  Mississippi,  and  executed  a  long-term 
lease  on  real  estate  used  in  the  business.  This  is 
the  leading  department  store  in  the  State  of  Mis¬ 
sissippi  from  the  standpoint  of  institutional  char¬ 
acter,  sales  volume  and  profits. 

Regular  quarterly  dividends  of  $1.00  per 
share  on  the  Preferred  Stock  and  75^  per  share 
on  the  Common  Stock  of  the  Company  were  paid 
throughout  the  year.  Such  dividends  totaled  $7,- 
584,280  and  represented  64.2%  of  earnings  after 
taxes.  The  remaining  35.8%  of  earnings  or  $4,- 
225,186  was  retained  for  Company  use.  Equity 
per  share  of  Common  Stock  was  increased  from 
$48.48  at  the  beginning  of  the  year  to  $50.42  at 
its  close. 

Extreme  drought  conditions  in  the  Southwest 
and  reduction  in  armament  activity  were  the 
principal  economic  factors  adversely  affecting  the 
Company  in  1953.  The  effects  of  each  continue 
into  1954.  However,  employment  and  wage  rates 
remain  at  high  levels.  Furthermore,  lower  taxes 
for  the  consumer  will  result  in  a  corresponding 
increase  in  consumer  purchasing  power. 

A  disproportionate  amount  of  consumer 
spending  has  been  used  for  automobiles  and 
homes  over  the  past  few  years.  With  deficiencies 
of  supply  of  these  items  being  eliminated,  there 
are  reasons  to  expect  that  historic  patterns  of 
consumer  spending  will  be  reinstated.  This  should 
mean  that  the  department  store  will  get  a  larger 
proportion  of  the  consumer’s  budget  than  has 
been  the  case  over  the  past  few  years.  Manage¬ 
ment  views  1954  as  a  year  in  which  sound  direc¬ 
tion  and  aggressive  action  will  be  reasonably  pro¬ 
ductive  of  sales  and  profits. 

Respectfully  submitted, 


May  10,  1954 . 


Chairman  of  the  Board 


The  Story  in  Brief 

Fiscal  Years  Ended  January  31 

1954 

1953 

Sales 

Net  Sales . 

$515,829,695 

$501,840,647 

Sales  %  Increase — Company 

2.8% 

5.3% 

Sales  %  Increase 

— Comparable  Stores  .  . 

1.1% 

2.4% 

Earnings 

Before  Federal  Income  Taxes 

$  24,259,466 

$  25.337,362 

After  Federal  Income  Taxes  . 

11,809,466 

12.137,362 

Earnings  per  share  .... 

$4.92 

$5.06 

Taxes 

Taxes — Federal, 

State  and  Local  .... 

$  21,404,339 

$  21,837,062 

Taxes  per  share . 

$9.75 

$9.94 

Depreciation 

Depreciation . 

$  4,209,372 

$  4.079,134 

W  a  g  e  s 

Wages  and  Salaries  .... 

$  83,906,000 

$  80,043,500 

Number  of  Employees  .  .  . 

27,800 

27,100 

Disposition  of 

Dividends  Paid 

After-tax  Earnings 

— Total . 

$  7,584,280 

$  7,612,180 

— 4%  Preferred  .... 

996,628 

1,024,528 

— Common . 

6.587,652 

6,587,652 

— Common  per  share  .  . 

$3.00 

$3.00 

Retained  Earnings  .... 

$  4,225,186 

$  4,525,182 

Working  Assets 

Working  Capital  .... 

$122,969,731 

$122,393,230 

—  Current  Asset  Ratio  .  .  . 

3.5  to  1 

3.4  to  1 

Merchandise  on  order  .  .  . 

$  19,900,000 

$  23,450,000 

Inventories . 

69,330,078 

70,091,945 

Lifo  reduction . 

6,295,095 

6,466,943 

Capital  Stocks 

Preferred  Stock  Outstanding 

260,957  shares 

251,232  shares 

Common  Stock  Outstanding  . 

2,195,884  shares 

2,195,884  shares 

Common  Stock  Equity  .  . 

$110,711,352 

$106,454,333 

Common  Stock  Equity  per 

share  . 

$50.42 

$48.48 

Number  of  Stores 

Department  Stores  .... 

32 

30 

Major  Branch  Stores  .  .  . 

4 

4 

Junior  Department  Stores 

33 

34 

6 

Specialty  Stores . 

4 

4 

Safes  and  Earnings 


Sales 


Sales,  $515,829,695,  were  the  greatest  in  the  history  of  the  Company,  and  $13,989,048  or  2.8% 
greater  than  in  the  preceding  year.  Sales  on  a  comparable  store  basis  were  1.1%  greater.  Sales  volume 
compared  with  the  years  immediately  preceding  follows: 


%  Increase 

1953  $515,829,695  2.8 

1952  501,840,647  5.3 

1951  476,692,651  8.4 

1950  439,908,620  7.9 

1949  407,838,280  — 


Earnings  and  Earnings  Trends 


Earnings  after  federal  income  taxes  were  $11,809,466  or  $327,896  less  than  for  the  preceding  year. 
On  a  per  share  basis,  the  comparison  is  $4.92  against  $5.06. 


The  following  tabulation  shows  earnings  before  federal  income  taxes  by  quarters  and  for  the  year 

for  each  of  the  past  five  years 

.  Provisions  for  such  taxes  for  the  year  and  net  earnings  after  such  provi* 

sions  are  also  shown: 

1949 

1950 

1951 

1952 

1953 

First  Quarter  .  .  .  .  , 

$  3,854,205 

$  3,228,325 

$  2,722,184 

$  2,575,262 

$  2,988,113 

Second  Quarter  .... 

1,194,241 

3,238,366 

(220,675) 

2,277,183 

2,721,446 

Third  Quarter  .... 

5,147,331 

7,653,020 

5,013,654 

6,757,687 

5,921,851 

Fourth  Quarter  .... 

9,431,525 

12,549,671 

9,343,282 

13,727,230 

12,628,056 

Total  Year . 

19,627,302 

26,669,382 

16,858,445 

25,337,362 

24,259,466 

Federal  Income  Taxes  .  . 

7,400,000 

11,725,000 

8,600,000 

13,200,000 

12,450,000 

Consolidated  Net  Earnings 

$12,227,302 

$14,944,382 

$8,258,445 

$12,137,362 

$11,809,466 

Other  comparative  statistics  for  each  of  the  past  five 

years  follow: 

%  to  Sales 

Per  Share  of  Common  Stock 

Gross  Margin 

Operating  Expense  Earnings 

>  Dividends 

i  Equity 

1953  . 

.  33.4% 

28.4% 

$4.92 

$3.00 

$50.42 

1952  . 

.  33.2 

28.0 

5.06 

3.00 

48.48 

1951 . 

.  32.0 

28.3 

3.31 

3.00 

46.40 

1950  . 

.  33.4 

27.2 

6.69 

3.00 

46.07 

1949  . 

.  32.2 

27.2 

5.42 

3.00 

42.37 

Working  Capital 


Cash  at  the  close  of  the  year  was  $13,608,892. 
There  were  no  current  bank  loans  outstanding  at 
either  the  beginning  or  close  of  the  year.  The  year 
end  ratio  of  current  assets,  $172,733,070,  to  cur¬ 
rent  liabilities,  $49,763,339,  was  3.5  to  1,  which 
compares  with  3.4  to  1  at  the  close  of  the  preced¬ 
ing  year.  A  five  year  comparison  of  working  capi¬ 
tal  and  its  percentage  relationship  to  annual  sales 
volume  follows: 


Net  Current  Assets 

%  to  Sales 

1953 

....  $122,969,731 

23.8 

1952 

....  122,393,230 

24.4 

1951 

....  115,520,533 

24.2 

1950 

....  103,895,024 

23.6 

1949 

....  91,568,226 

22.5 

Neither  the  increase  in  the  amount  of  working 
capital  nor  the  decrease  in  its  percentage  relation¬ 
ship  to  sales  was  of  significant  proportions.  Re¬ 
tained  earnings  closely  approximated  net  fixed  as¬ 
set  additions  while  the  net  increase  in  funded  debt 
closely  approximated  the  increase  in  advances  to 
Alstores  Realty  Corporation.  Working  capital  of 
$122,969,731  or  23.8%  of  sales  is  adequate  to 
support  present  and  prospective  sales  volume. 
Established  lines  of  credit  with  banks  are  more 
than  adequate  to  meet  seasonal  peak  cash  require¬ 
ments. 

Customers’  Accounts  Receivable 

Regular  accounts  receivable,  payable  on  a 
thirty  day  basis,  were  $47,360,1 52  at  the  close  of 
the  year  —  practically  the  same  as  at  the  close  of 
the  preceding  year.  Deferred  accounts  at  the  close 
of  the  year,  $35,710,119,  were  $6,458,723  greater 


than  at  the  close  of  the  preceding  year;  equity  in 
deferred  accounts  sold,  $2,344,454,  was  $197,912 
greater.  Allowances  for  losses  on  collections  and 
for  deferred  carrying  charges,  $5,287,122,  were 
increased  $429,805  in  the  year.  The  net  balance 
of  customers’  accounts  of  all  types  at  the  close  of 
the  year,  $80,127,603,  increased  $6,227,650. 

Allowance  for  losses  on  collection  of  customers’ 
accounts  receivable  was  established,  as  in  pre¬ 
ceding  years,  by  the  application  of  a  formula  to 
an  aging  of  the  individual  accounts.  Allowances 
determined  by  this  method  in  previous  years  have 
been  more  than  adequate  to  meet  losses  incurred. 
Allowance  for  deferred  carrying  charges  is  shown 
with  allowance  for  losses  on  collection,  as  such 
carrying  charges  are  subject  to  cancellation  in 
the  event  of  prepayment  by  the  customer. 

The  Company  is  continuing  its  practice  of 
financing  a  part  of  its  customers’  deferred  pay¬ 
ment  accounts  by  sales  of  such  accounts  to  a  bank. 
These  sales  are  on  a  non-recourse  basis  but  a 
percentage  of  the  proceeds  of  such  sales  is  re¬ 
tained  by  the  bank  as  a  reserve  fund  pending  final 
collection.  At  the  close  of  the  year,  such  accounts 
owned  by  the  bank  totaled  $19,537,119,  or  $1,- 
649,268  more  than  at  the  beginning  of  the  year. 

While  deferred  accounts,  both  those  owned 
and  those  sold,  increased  $8,107,991  during  the 
year,  total  sales  for  the  year  on  a  deferred  account 
basis,  $81,099,992,  were  only  $1,169,402  greater. 
This  disproportionate  increase  in  balances  out¬ 
standing  in  relation  to  increased  sales  reflects  the 
lengthening  of  the  term  of  payments  following 
the  lifting  of  government  controls  on  consumer 
credit  in  early  1952.  The  time  has  arrived,  or  is 
rapidly  approaching,  when  total  balances  out¬ 
standing  will  stabilize  in  relation  to  sales. 


Alstores  Realty  Corporation 


Alstores  Realty  Corporation,  a  wholly  owned 
but  non-consolidated  subsidiary  of  Allied  Stores 
Corporation,  is  discussed  in  the  “25  Year  Re¬ 
view”  section  of  this  report  as  to  history,  purpose, 
and  principles  and  methods  of  operation.  An 
Alstores  balance  sheet  as  of  January  31,  1954, 
and  a  statement  of  earnings  for  the  twelve  months 
ended  on  that  date,  certified  by  the  Company’s 
auditors,  is  included  as  part  of  this  report  of 
Allied  Stores  Corporation. 

Year’s  Transactions 

The  principal  transactions  carried  out  by  Al¬ 
stores  Realty  Corporation  in  the  year  were  the 
purchase  and  modernization  of  a  retail  store 
building  in  the  heart  of  downtown  San  Diego, 
California;  and  construction  work  approximately 
doubling  the  size  of  two  store  buildings  owned  by 
Alstores  and  leased  to  Titche-Goettinger  Com¬ 
pany,  Dallas,  and  Joske  Bros.  Co.,  San  Antonio, 
Texas,  subsidiaries  of  Allied  Stores  Corporation. 
In  addition,  several  smaller  pieces  of  real  estate 
were  acquired  during  the  year  at  a  combined  cost 
of  slightly  less  than  one-half  million  dollars. 

Earnings 

After  a  provision  of  $335,000  for  federal  in¬ 
come  taxes,  net  earnings  for  the  year  were  $373,- 
275,  an  increase  of  $95,366  over  the  preceding 
year.  As  the  operations  of  Alstores  Realty  Corpo¬ 
ration  are  not  consolidated  with  those  of  Allied 
Stores  Corporation,  and  as  no  dividends  were 
paid  by  Alstores,  no  part  of  these  earnings  ap¬ 
pears  in  the  statement  of  earnings  of  Allied  Stores 
Corporation  and  Subsidiaries  Consolidated. 

Income  of  Alstores  consists  almost  entirely  of 
rentals  received.  Many  of  the  leases  contain  pro¬ 
visions  for  bonus  rentals  based  on  a  percentage 
of  the  sales  of  the  tenant  in  excess  of  a  specified 
amount.  Rental  income  for  the  year,  $6,091,281, 
was  $630,634  greater  than  in  the  year  immedi¬ 
ately  preceding.  Rentals  received  from  Allied 


Stores  Corporation  and  Subsidiaries  Consoli¬ 
dated,  $5,101,881,  were  $490,710  greater.  Rentals 
received  from  tenants  other  than  Allied  Stores 
Corporation  and  Subsidiaries  Consolidated,  prin¬ 
cipally  tenants  occupying  space  in  the  Northgate 
Shopping  Center,  Seattle,  Washington,  were 
$989,400,  or  $139,924  greater  than  in  the  year 
immediately  preceding. 

The  principal  items  of  expense  were  deprecia¬ 
tion,  $1,883,108;  interest  on  money  borrowed 
from  outsiders,  largely  institutional  lenders,  se¬ 
cured  by  real  estate  mortgages,  $2,764,572;  and 
interest  on  advances  from  Allied  Stores  Corpora¬ 
tion,  $228,691.  Expenses  other  than  depreciation 
and  interest,  $506,635,  consisted  primarily  of 
ground  rental  payments,  real  estate  taxes  on  prop¬ 
erties  leased  to  outsiders,  operating  costs  per¬ 
taining  to  Northgate  Shopping  Center,  insurance, 
legal  and  professional  services,  etc. 

Balance  Sheet 

Property  and  Equipment  at  the  close  of  the 
year,  $80,897,104,  consisted  of  land,  $20,398,538, 
and  buildings  and  equipment,  $60,498,566.  Land 
was  acquired  during  the  year  at  a  cost  of  $715,- 
931.  Additions  to  buildings  and  equipment 
through  purchase  and  construction  totaled  $4,- 
055,903  which  was  offset  in  part  by  provisions 
for  depreciation  of  $1,883,108.  The  net  increase 
in  buildings  and  equipment,  $2,172,795,  and  the 
increase  in  land  resulted  in  a  total  increase  of 
$2,888,726  in  property  and  equipment  during  the 
year. 

Long-term  debt  at  the  close  of  the  year,  $71,- 
320,096,  was  $285,703  less  than  at  the  beginning 
of  the  year  as  a  result  of  amortization  payments 
of  $1,513,703,  less  new  debt  placed  on  properties 
acquired  during  the  year,  $1,228,000.  As  a  result 
of  the  increase  in  property  and  equipment  and  the 
slight  decrease  in  long-term  debt,  it  was  necessary 
that  advances  from  Allied  Stores  Corporation  be 
increased  by  $2,372,776  to  a  year-end  total  of 
$7,262,360. 
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Property  and  Equipment,  $43,603,516,  was  $4,- 
286,585  more  than  at  the  beginning  of  the  year. 
Additions  for  the  year,  $8,495,957,  were  approxi¬ 
mately  double  the  provision  for  depreciation, 
$4,209,372.  Additions  included  land  purchases, 
$434,035,  buildings  and  leasehold  improvements, 
$1,458,661,  furniture  and  fixtures,  $5,060,400, 
and  an  increase  in  improvements  in  process  of 
$1,542,861. 

The  land  purchases  included  one  retail  store 
site  for  future  development  and  some  parking 
lots.  Building  and  leasehold  improvement  expen¬ 
ditures  represented  relatively  minor  moderniza¬ 
tion  work  in  over  thirty  stores  and  were  offset,  in 
part,  by  a  depreciation  provision  for  the  year  for 
this  class  of  assets  of  $817,446.  The  major  expen¬ 
diture  of  $5,060,400  for  furniture  and  fixtures, 
as  compared  to  a  provision  for  depreciation  for 
this  class  of  assets  of  $3,391,926,  included  fixtur- 
ing  of  new  stores  opened  in  Rochester,  Minnesota, 
and  San  Diego,  California,  and  refixturing  work 
in  connection  with  major  physical  plant  expan¬ 
sions  in  Yakima,  Washington,  and  San  Antonio, 
Texas.  The  total  of  fixture  modernization  work 
in  all  the  other  stores  was  less  than  the  provision 
for  depreciation  of  this  class  of  assets. 

Improvements  in  process  increased  $1,542,861, 
to  a  total  of  $3,219,736  at  the  close  of  the  year. 
This  represents  construction  work  in  process  at 
the  close  of  the  year  and  fixtures  and  equipment 
being  installed  at  that  time.  Included  were  two 
warehouses  nearing  completion,  two  major  store 
building  expansion  and  modernization  projects 
and  a  new  store  building  being  constructed  in 


Lakeland,  Florida.  As  this  work  is  completed,  the 
costs  thereof  will  be  transferred  to  either  build¬ 
ing,  leasehold  improvement,  or  fixture  accounts. 
It  is  anticipated  that  certain  of  these  properties 
when  completed  will  be  sold  to  Alstores  Realty 
Corporation.  The  Company  will  be  reimbursed 
substantially  by  the  money  Alstores  will  obtain 
through  the  placement  of  long-term  debt  secured 
by  such  assets. 

Rentals 

Most  of  the  real  estate  used  by  the  Company  is 
occupied  on  a  long-term  lease  basis.  Rentals  for 
the  year  totaled  $11,971,103,  of  which  $5,101,881 
was  paid  to  Alstores  Realty  Corporation.  Of  the 
remaining  rentals  paid  to  outsiders,  $6,869,222, 
fixed  minimum  rentals  accounted  for  $4,826,463 
and  $2,042,759  represented  bonus  rentals  based 
on  sales  volume  in  excess  of  stated  minimum 
amounts.  In  most  instances,  the  Company  also 
pays  real  estate  taxes  and  insurance  premiums 
on  such  properties. 

Expansion 

Mention  has  been  made  in  a  previous  report 
of  a  building  expansion  doubling  the  size  of  the 
physical  plant  of  Titche-Goettinger  Company, 
Dallas,  Texas  and  the  construction  of  a  new  store 
building  in  Lakeland,  Florida.  These  buildings 
will  be  occupied  in  1954.  A  new  building  will  be 
completed  by  Alstores  Realty  Corporation  during 
1954  in  Eugene,  Oregon  in  which  a  new  store  to 
be  known  as  The  Bon  Marche  will  be  opened  by 
the  Company. 

Store  buildings,  to  be  leased  to  the  Company 
on  a  percentage-of-sales  basis,  are  being  erected 


by  outsiders  as  parts  of  shopping  center  develop¬ 
ments  in  Levittown,  Pennsylvania  and  Houston, 
Texas.  When  completed  in  1955,  a  complete  de¬ 
partment  store  will  be  opened  in  each,  the  former 
to  be  known  as  Pomeroy’s  and  the  latter  as  Joske’s. 
The  Joske  homefurnishings  store  the  Company  has 
operated  in  Houston  since  1948  will  become  a 
homefurnishings  branch  of  this  new  department 
store. 

Since  the  close  of  the  year,  Alstores  Realty  Cor¬ 


poration  has  commenced  construction  of  four 
additional  floors  on  the  Bon  Marche  downtown 
Seattle  store  building,  which  it  owns  and  leases 
to  the  Company.  This  construction  is  part  of  a 
plan  prepared  at  the  time  Alstores  purchased  the 
property  from  outsiders  in  1950.  This  plan  in¬ 
cluded  arrangements  for  all  the  funds  necessary 
to  carry  out  this  building  expansion  program  at 
interest  and  amortization  rates  which,  in  retro¬ 
spect,  are  most  attractive. 
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Capital  Structure 


The  Company’s  capital  structure  consists  of 
long-term  debt,  $39,900,000  or  22.6%;  Pre¬ 
ferred  Stock,  $26,095,700  or  14.8%;  and  Com¬ 
mon  Stock  Equity,  $110,711,352  or  62.6% 
represented  by  2,195,884  shares  outstanding.  Per¬ 
tinent  facts  regarding  each  are  set  forth  in  the 
following  paragraphs. 

Long-Term  Debt 

Promissory  notes  in  the  amount  of  $21,250,- 
000,  bearing  an  interest  rate  of  3 %%  and  with 
a  final  maturity  in  1967,  and  another  issue  of 
$14,100,000  of  similar  notes  bearing  an  interest 
rate  of  3x/2%  and  with  a  final  maturity  in  1971, 
were  outstanding  at  the  beginning  of  the  year. 
These  notes  are  held  by  two  insurance  companies. 
In  addition,  there  were  $2,250,000  of  4%  notes 
with  a  final  maturity  in  1956  of  Stern  Brothers, 
a  subsidiary,  held  by  a  bank.  The  required  annual 
amortization  payments  of  $1,200,000  were  made 
on  the  promissory  notes  held  by  the  insurance 
companies  during  the  year  and  a  prepayment  of 
$500,000  was  made  on  the  bank  loan,  thereby  re¬ 
ducing  the  combined  amount  of  such  notes  to 
$35,900,000. 

Over  the  past  several  years,  the  Company  has 
had  an  agreement  with  a  bank  providing  for  a 
$7,000,000  revolving  credit  convertible  at  the 
option  of  the  Company  into  a  long-term  note 


issue  payable  in  seven  equal  annual  installments. 
It  has  been  decided  that  this  option  will  be  exer¬ 
cised.  There  were  outstanding,  at  the  close  of  the 
year,  notes  totaling  $4,000,000  under  this  ar¬ 
rangement.  These  have  been  classified  as  long¬ 
term  debt,  bringing  the  total  of  such  debt  at  the 
close  of  the  year  to  $39,900,000. 

Assuming  that  the  full  seven  million  dollar  re¬ 
volving  credit  is  converted  into  long-term  debt 
requiring  an  annual  amortization  of  $1,000,000, 
annual  amortization  requirements  of  all  long¬ 
term  debt  will  be  $1,200,000  in  1955;  $2,200,000 
in  1956;  and  in  the  succeeding  eleven  years  will 
range  from  a  low  of  $1,850,000  to  a  high  of  $2,- 
850,000,  averaging  $2,400,000  annually.  In  the 
three  years  1968  through  1970,  the  annual  re¬ 
quirement  will  be  $900,000.  Final  maturities  of 
long-term  debt,  in  addition  to  the  above  annual 
amortization  requirements,  are  $1,750,000  in 
1956,  $5,500,000  in  1967,  and  $3,300,000  in 
1971. 

Cumulative  Preferred  Stock 

At  the  1953  Annual  Meeting  of  Stockholders, 
it  was  voted  to  amend  the  charter  of  the  Company 
to  increase  the  amount  of  Preferred  Stock  author¬ 
ized  to  400,000  shares  with  a  total  par  value  of 
$40,000,000.  Subsequent  to  the  date  of  this  au¬ 
thorization,  5,713  shares  have  been  cancelled  to 
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meet  sinking  fund  requirements,  thereby  reducing 
the  authorization  to  394,287  shares.  Of  this  pres¬ 
ent  authorization,  260,957  shares  were  outstand¬ 
ing  and  1,074  shares  were  held  in  the  treasury 
at  the  close  of  the  year,  leaving  132,256  shares 
authorized  but  unissued. 

The  charter  provision  authorizing  the  issuance 
of  Cumulative  Preferred  Stock  provides  that  such 
stock  may  be  issued  in  one  or  more  series,  and 
that  there  may  be  variations  between  series  as  to 
many  of  the  terms  thereof,  all  as  determined  by 
the  Board  of  Directors  of  the  Company.  Under 
this  provision  a  series  was  created  in  1945  known 
as  “4%  Series.”  In  January,  1951,  another  series 
was  created  known  as  “4%  Second  Series.”  Each 
series  is  discussed  in  the  following  paragraphs. 

4  %  Series 

Of  the  235,633  shares  of  this  series  issued  prior 
to  the  beginning  of  the  year,  32,401  had  been  re¬ 
purchased,  of  which  30,514  had  been  cancelled  to 
meet  sinking  fund  requirements,  leaving  1,887 
shares  in  the  treasury  to  meet  sinking  fund  re¬ 
quirements  of  a  later  period.  Therefore,  the  num¬ 
ber  of  shares  outstanding  at  the  beginning  of  the 
year  was  203,232.  An  additional  14,625  shares 
were  issued  in  connection  with  the  acquisition 
of  the  business  and  net  working  assets  of  The 
D.  M.  Read  Company,  Bridgeport,  and  3,900 
shares  were  repurchased  during  the  year,  leaving 
a  balance  outstanding  at  the  close  of  the  year  of 
213,957  shares. 

This  stock  carries  an  annual  sinking  fund  of 
2%  of  the  total  number  of  shares  ever  issued. 
The  sinking  fund  requirement  for  the  year  was 
4,713  shares.  The  shares  repurchased,  3,900,  to¬ 
gether  with  1,887  shares  in  the  treasury  at  the 
beginning  of  the  year,  were  available  to  meet 
sinking  fund  requirements.  Cancellation  of  the 
4,713  shares  to  meet  the  sinking  fund  require¬ 
ment  of  the  year  left  1,074  shares  in  the  treasury 
at  the  close  of  the  year  which  may  be  applied 
against  the  1954  sinking  fund  requirement  of 
5,006  shares. 

4  %  Second  Series 

This  series  of  Cumulative  Preferred  Stock,  con¬ 
sisting  of  50,000  shares,  was  authorized  by  the 


Board  of  Directors  of  the  Company  and  sold  to 
an  insurance  company  in  January,  1951.  The 
terms  and  provisions  of  this  issue  are  the  same 
as  for  the  original  series  except  as  to  the  annual 
sinking  fund  requirement  for  the  five  years  1971- 
1975  when  it  becomes  12%  instead  of  2%.  1,000 
shares  of  this  stock  were  redeemed  and  cancelled 
to  meet  sinking  fund  requirements  in  each  of  the 
past  three  years,  leaving  a  balance  of  47,000 
shares  outstanding  at  the  close  of  the  year. 

Dividend  Record 

Regular  quarterly  dividend  payments  and  an¬ 
nual  sinking  fund  requirements  have  been  met 
when  due  since  this  stock  was  originally  author¬ 
ized  in  1945.  The  same  was  true  of  the  Company’s 
5%  Preferred  Stock  which  came  into  being  in 
1935  and  was  redeemed  at  the  time  the  present 
4%  Cumulative  Preferred  Stock  was  issued.  The 
Company’s  preferred  stocks,  therefore,  have  a 
record  of  nineteen  years  of  uninterrupted  divi¬ 
dend  payments.  Earnings  for  the  year  were  equiv¬ 
alent  to  11.3  times  dividend  requirements  on  Pre¬ 
ferred  Stock  outstanding  at  the  close  of  the  year. 

Common  Stock 

The  Company’s  charter,  as  amended  by  a  vote 
of  stockholders  at  their  1953  Annual  Meeting, 
authorizes  the  issuance  of  4,000,000  shares  of 
Common  Stock.  Of  this  authorization,  2,195,884 
shares  were  outstanding  both  at  the  beginning 
and  close  of  the  year.  By  action  of  the  stockhold¬ 
ers  of  the  Company,  150,000  shares  of  the  author¬ 
ized  but  unissued  stock  have  been  set  aside  against 
which  the  Board  of  Directors  of  the  Company 
was  authorized  to  grant  purchase  options  to  execu¬ 
tives  of  the  Company  from  time  to  time.  Options 
have  been  granted  to  eighteen  executives  of  the 
Company  whereby  they  may  purchase  a  total  of 
89,500  shares  at  a  price  of  $38.60  per  share.  It  is 
expected  that  the  Board  of  Directors  of  the  Com¬ 
pany  will  grant  options  on  the  remaining  60,500 
shares  at  some  future  time.  The  authorized  Com¬ 
mon  Stock  that  has  not  been  issued  or  set  aside 
for  sale  to  Management,  1,654,116  shares,  may 
be  issued  at  the  discretion  of  the  Board  of  Direc¬ 
tors  of  the  Company.  There  are  no  plans  at  pres¬ 
ent  to  issue  any  of  these  shares. 
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NEW  YORK  7,  N.Y. 


April  13,  1954. 


Board  of  Directors, 

Allied  Stores  Corporation, 
New  York,  New  York. 


We  have  examined  the  statement  of  financial  position  of  Allied  Stores 


Corporation  and  subsidiaries  consolidated  as  of  January  31,  1954,  and 
the  related  statements  of  earnings  and  common  stockholders’  equity  for 


the  year  then  ended.  Our  examination  was  made  in  accordance  with  gener¬ 
ally  accepted  auditing  standards,  and  accordingly  included  such  tests  of 
the  accounting  records  and  such  other  auditing  procedures  as  we  considered 


necessary  in  the  circumstances. 

In  our  opinion,  the  accompanying  statements  of  financial  position, 
earnings,  and  common  stockholders’  equity  present  fairly  the  consolidated 
financial  position  of  Allied  Stores  Corporation  and  subsidiaries  con¬ 
solidated  at  January  31, 1954,  and  the  consolidated  results  of  their  operations 
for  the  year  then  ended,  in  conformity  with  generally  accepted  accounting 
principles  applied  on  a  basis  consistent  with  that  of  the  preceding  year. 


Allied  Stores  Corporation 

and  Subsidiaries  Consolidated 


STATEMENT  OF  EARNINGS  FOR  THE  FISCAL  YEAR  ENDED 

JANUARY  31,  1954 


Net  sales  (including  leased  departments) .  $515,829,695 

Cost  of  goods  sold .  343,612,406 

Gross  Margin .  $172,217,289 

Operating  expenses : 


Administrative,  buying,  occupancy,  publicity,  general  and  selling 
expenses,  including  provision  for  estimated  losses  on  collection 
(less  carrying  charges  to  customers  on  deferred  accounts)  .  .  $127,581,448 


Rent  (including  $5,101,881  to  Alstores  Realty  Corporation)  .  .  11,971,103 

Provision  for  depreciation  and  amortization .  4,209,372 

Maintenance  and  repairs .  2,664,279  146,426,202 

Operating  Earnings .  $  25,791,087 


Deductions  from  earnings  —  net: 


Interest  paid . S  1,369,935 

Non-operating  deductions,  including  minority  interest  in  net  profit 

of  Stern  Brothers .  557,055 


$  1,926,990 


Less  non-operating  income  (including  interest  of  $228,691  from 

Alstores  Realty  Corporation) .  395,369  1,531,621 

Earnings  Before  Federal  Income  Taxes  .  $  24,259,466 

Provision  for  federal  income  taxes 

(including  excess  profits  tax  of  $202,000) .  12,450,000 

Consolidated  Net  Earnings  for  the  Year  $  11,809,466 

See  notes  to  financial  statements. 
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Allied  Stores 

STATEMENT  OF 


Current  Assets: 

Cash . 

Accounts  and  notes  receivable  —  customers  (Schedule  1 )  . 
Accounts  receivable  —  suppliers  and  miscellaneous  .  .  . 

Merchandise  inventories  (Note  A) . 

Prepaid  rent,  taxes,  insurance,  supplies,  and  other  expenses 


Total  current  assets . 

Current  Liabilities: 

Accounts  payable . $20,248,388 

Accrued  accounts .  7,937,419 

Taxes  (other  than  federal  income  taxes) .  6,010,676 

Federal  income  taxes .  15,566,856 

Total  current  liabilities . 


WORKING  CAPITAL . 

Investments ,  Insurance  Deposits,  and  Miscellaneous  Assets . 

Investment  in  and  Advances  to  Alstores  Realty  Corporation 

(100%  owned)  — See  statements  attached . $  8,262,360 

Less  excess  of  sales  price  over  former  carrying  value  of  properties  trans¬ 
ferred  to  Alstores  Realty  Corporation .  517,622 

Property  and  Equipment  (Schedule  2) . 

Unamortized  Long-Term  Note  Expense . 

Goodwill  and  Other  Intangible  Assets . 

WORKING  CAPITAL  AND  OTHER  ASSETS  . 

Long-Term  Notes  Payable  (Note  B)  (Schedule  3) . 

Minority  Interest  in  Stern  Brothers . 


$  13,608,892 
80,127,603 
5,242,721 
69,330,078  , 

4,423,776 
$172,733,070 


49,763,339 

$122,969,731 

2,359,973 


7,744,738 

43,603,516 

157,217 

1 

$176,835,176 
$  39,900,000 

128,124 
$  40,028,124 
$136,807,052 


NET  ASSETS 


Corporation  and  Subsidiaries  Consolidated 


FINANCIAL  POSITION  -  JANUARY  31,  1954 


Stockholders'  Equity: 

Cumulative  preferred  stock  (Note  C),  par  value  $100  per  share: 

Authorized  —  394,287  shares 
Issued: 

4%  Series  —  215,031  shares,  less  1,074  shares  held  in  treasury . $  21,395,700 

4%  Second  Series  —  47,000  shares .  4,700,000 

$  26,095,700 

Common  stockholders’  equity,  see  following  page .  110,711,352 

TOTAL  STOCKHOLDERS'  EQUITY . $136,807,052 


1  —'■■■  SCHEDULES  '  —  "" 

1.  Accounts  and  Notes  Receivable  —  Customers: 

Regular  accounts . $47,360,152 

Deferred  accounts  and  notes .  35,710,119 

Equity  in  deferred  accounts  ($19,537,119)  sold .  2,344,454 

$85,414,725 

Less  allowance  for  losses  on  collection  and  for  deferred  carrying  charges  ....  5,287,122 

$80,127,603 


2.  Property  and  Equipment:  Accumulated 

Cost  Depreciation  Net 

Land .  $  2,110,608  $  2,110,608 

Buildings  and  equipment  on  owned  properties  .  1,084,704  $  430.871  653,833 

Buildings  and  improvements  on  leased  properties  15,747,403  4,074,290  11.673,113 

Store  fixtures  and  equipment .  40,665,163  14,718.937  25.946,226 

Improvements  in  progress .  3,219,736  —  3,219,736 

$62,827,614  $19,224,098  $43,603,516 


3.  Long-Term  Notes  Payable  (Note  B) : 

3%%  promissory  notes,  final  maturity  1967  . $20,500,000 

3%%  promissory  notes,  final  maturity  1971  .  13,650,000 

Notes  under  revolving  credit  agreement .  4,000.000 

4%  promissory  notes  of  a  subsidiary,  due  April  10,  1956  .  1,750.000 

$39,900,000 

See  notes  to  financial  statements 
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Allied  Stores  Corporation 
and  Subsidiaries  Consolidated 

STATEMENT  OF  COMMON  STOCKHOLDERS’  EQUITY 
FOR  THE  FISCAL  YEAR  ENDED  JANUARY  31,  1954 


Common  Stock: 

Amount  of  capital  fixed  by  the  Board  of  Directors  at  $1.00  per 
share: 

Authorized  —  2,500,000  shares  at  January  31,  1953  and 
4,000,000  shares  at  January  31,  1954  (Note  D) 

Issued  and  outstanding  —  2,195,884  shares  at  January  31, 

1953  and  January  31,  1954  .  $  2,195,884 

Additional  amounts  received  for  shares  issued  in  excess  of  $1.00  per 
share,  and  discounts  on  repurchase  of  preferred  stock : 

Amount  at  January  31,  1953  . $28,496,483 

Discount  on  repurchase  of  3,900  shares  of  cumulative  preferred 

stock,  4%  Series,  during  the  year .  31,833 

Amount  at  January  31,  1954  .  28,528,316 

Earnings  retained  for  use  in  the  business  since  June  1,  1935: 

Amount  at  January  31,  1953  . $75,761,966 

Add  consolidated  net  earnings  for  year  ended  January  31, 1954  .  11,809,466 

$87,571,432 

Deduct  cash  dividends: 

On  cumulative  preferred  stock  —  four  quarterly  dividends  .  .  $  996,628 

On  common  stock  —  four  quarterly  dividends  of  $.75  per  share  6,587,652 

$  7,584,280 

Amount  at  January  31,  1954,  of  which  $54,176,408  is  restricted 
by  provisions  of  the  3 Vg%  and  3*4%  promissory  notes  from 


the  payment  of  dividends  on  common  stock .  79,987,152 

Total  common  stockholders'  equity .  $110,711,352 


See  notes  to  financial  statements. 


Allied  Stores  Corporation 

and  Subsidiaries  Consolidated 

NOTES  TO  FINANCIAL  STATEMENTS 


The  consolidated  statements  include  all  subsidiaries  except  Alstores  Realty  Corporation  (100%  owned),  for 

which  separate  statements  are  submitted. 

A  The  amounts  for  inventories  of  merchandise  on  hand  at  January  31,  1954  were  generally  stated  on  the 
basis  of  cost  or  market,  whichever  is  lower,  as  determined  by  the  retail  inventory  method,  net  of  discounts, 
using,  as  to  certain  inventories,  the  last-in,  first-out  (lifo)  method  based  on  published  indexes  of  price 
changes  since  January  31,  1941,  or  the  later  date  on  which  the  method  was  adopted.  Inventories  are  stated 
at  $6,295,095  less  than  if  the  last-in,  first-out  principle  had  not  been  followed. 

B  Under  the  terms  of  the  3Vs%  and  3*/£%  promissory  notes,  the  Corporation  is  obligated  to  make  annual 
prepayments  on  February  1  of  each  year  in  the  amount  of  $1,200,000  in  1955  and  1956;  $1,450,000  from 
1957  to  1959;  $1,600,000  in  1960;  $1,850,000  from  1961  to  1963;  $2,000,000  in  1964;  $2,250,000  from  1965 
to  1967;  and  $900,000  from  1968  to  1970.  In  addition,  the  final  maturities  are  $5,500,000  in  1967  and 
$3,300,000  in  1971. 

Under  the  terms  of  a  revolving  credit  agreement,  the  Corporation  may  borrow  $7,000,000  on  90-day  notes 
with  an  option  to  extend  such  loans  so  that  they  mature  $1,000,000  per  annum  from  February  1,  1956  to 
February  1,  1962.  The  interest  rate  under  this  agreement  is  not  less  than  2%  nor  more  than  3%.  At  January 
31,  1954  there  was  $4,000,000  outstanding  under  such  agreement. 

C  During  January,  1954,  14,625  shares  of  cumulative  preferred  stock,  4%  Series,  were  issued  in  connection 
with  the  acquisition  of  certain  net  assets  of  The  D.  M.  Read  Company. 

On  June  16,  1953,  the  stockholders  approved  an  increase  in  the  authorized  cumulative  preferred  stock  of 
the  Corporation  to  400,000  shares.  Under  the  terms  of  the  Certificate  of  Incorporation,  the  Corporation 
hereafter  is  obligated  on  or  before  December  31  of  each  year  to  acquire  for  retirement  5,006  shares  of 
cumulative  preferred  stock,  4%  Series  and,  until  1971,  1,000  shares  of  cumulative  preferred  stock,  4% 
Second  Series,  at  the  sinking  fund  redemption  price  of  $100  per  share  and  accrued  dividends,  or  by  purchase 
not  exceeding  such  redemption  price.  Commencing  in  1971,  the  Corporation  is  obligated  to  retire  6.000 
shares  per  annum  of  the  Second  Series  until  such  series  is  fully  retired.  During  the  year  the  Corporation 
retired  4,713  shares  of  the  4%  Series  and  1,000  shares  of  the  Second  Series.  The  Corporation  has  complied 
with  redemption  and  retirement  provisions  of  both  series  up  to  January  31,  1954  and  is  holding  in  treasury 
1,074  shares  of  the  4%  Series  for  future  requirements. 

The  4%  Series  of  cumulative  preferred  stock  may  be  redeemed  in  whole  or  in  part,  at  $100  per  share  and 
accrued  dividends.  The  Second  Series  may  be  redeemed  in  whole  or  in  part,  at  any  time  up  to  December 
31,  1955,  at  $102  per  share  plus  accrued  dividends,  and  at  reduced  premiums  thereafter.  In  the  event  of 
voluntary  liquidation,  the  holders  of  both  series  of  such  stock  are  entitled  to  the  current  redemption  price, 
other  than  for  sinking  fund  requirements,  and  in  the  event  of  involuntary  liquidation  to  $100  per  share 
and  accrued  dividends. 

D  150,000  shares  of  common  stock  are  reserved  for  issuance  to  officers  and  employees  under  a  stock  option 
plan  approved  by  the  stockholders  on  June  19,  1951.  Pursuant  to  such  plan,  options  expiring  July  24,  1958 
for  89,500  shares  have  been  granted  to  eighteen  officers  and  employees  at  a  price  of  $38.60  per  share. 

E  At  January  31,  1954,  the  Corporation  and  its  consolidated  subsidiaries  were  lessees  under  168  leases 
having  terms  of  more  than  three  years  from  that  date.  The  rentals  under  these  leases  for  the  year  ending 
January  31,  1955  amount  to  a  minimum  of  $9,770,244  (of  which  $5,024,670  is  payable  to  Alstores  Realty 
Corporation  and  a  subsidiary  company),  plus,  in  most  cases,  real  estate  taxes  and  other  expenses  and,  in 
certain  instances,  increased  amounts  based  on  percentages  of  sales.  Of  the  leases  which  have  annual  rentals 
in  excess  of  $100,000  each,  all  expire  between  1969  and  2004,  except  for  one  expiring  in  2027. 


Alstores  Realty  Corporation 
and  Its  Subsidiaries 


BALANCE  SHEET,  JANUARY  31,  1954 


ASSETS 


Cash . 

Accounts  receivable,  prepaid  expenses,  and  other  assets . 

Property  and  equipment,  at  cost  (Note  A)  : 

Land . 

Buildings  and  equipment  on  owned  properties,  less  accumulated  depreciation 

of  $4,350,449  . 

Buildings  and  improvements  on  leased  properties,  less  accumulated  amortiza¬ 
tion  of  $1,845,351  . 

Store  fixtures  and  equipment,  less  accumulated  depreciation  of  $366,096 
Construction  in  progress . 

Unamortized  expenses  of  long-term  debt  and  leases . 


$20,398,538 

37,080,438 

19,098,918 

1,049,349 

3.269,861 


LIABILITIES 

Accounts  payable  and  accrued  interest  and  taxes  (other  than  federal  income  taxes) 

Federal  income  taxes . 

Long-term  debt  (including  $1,854,131  due  within  one  year)  (Notes  A  and  B) : 


First  mortgage  bonds,  3^2%  and  4%,  not  assumed  (Note  C) . $18,346,000 

First  mortgage  bonds,  3V&%  to  4%% .  51.867,628 

Notes,  3 y2% .  .  1-106,468 


Advances  from  Allied  Stores  Corporation  and  subsidiaries . 

Stockholder’s  equity: 

Capital  stock  —  par  value  $100  per  share: 

Authorized  and  issued,  10,000  shares . $  1,000,000 

Earnings  retained  for  use  in  the  business .  979,215 


See  notes  to  financial  statements. 


STATEMENT  OF  EARNINGS 
FOR  THE  FISCAL  YEAR  ENDED  JANUARY  31,  1954 


Rental  income  (including  $5,101,881  from  affiliated  companies) . 

Deduct : 

Provision  for  depreciation  and  amortization . $1,883,108 

Interest  paid  (including  $228,691  to  Allied  Stores  Corporation) .  2,993,263 

Rent .  53,200 

Other  expenses .  453,435 

Earnings  Before  Federal  Income  Taxes . 

Provision  for  federal  income  taxes  (no  excess  profits  tax) . 

Consolidated  Net  Earnings  for  Year . 

Earnings  retained  for  use  in  the  business  at  January  31,  1953  . 


Earnings  Retained  for  Use  in  the  Business  at  January  31,  1954  . 

See  nofes  to  financial  statements. 


$  169,524 

279.856 


80,897,104 

536,581 

$81,883,065 


$  978,091 

343,303 


71,320,096 

7,262,360 


1,979,215 

$81,883,065 


$6,091,281 


5,383,006 
$  708,275 
335,000 
$  373,275 
605,940 
$  979,215 


A I  stores  Realty  Corporation 
and  Its  Subsidiaries 


NOTES  TO  FINANCIAL  STATEMENTS 


A  Property  and  equipment  carried  at  $76,248,102  is  subject  to  mortgages.  All  properly  and  equipment 
(except  $8,294,762  applicable  to  suburban  developments)  is  under  long-term  leases  to  Allied  Stores 
Corporation  or  to  its  consolidated  subsidiaries  guaranteed  by  Allied  Stores  Corporation.  These  leases 
are  pledged  as  collateral  for  the  applicable  indebtedness. 

B  Long-term  debt  matures:  $437,767  on  or  before  January  31,  1955,  $512,500  in  1957,  $131,000  in 
1958  and  the  balance  1962  to  1984.  In  addition,  sinking  fund  requirements  for  the  next  five  years  are  as 
follows:  year  ended  January  31,  1955 — $1,416,364;  1956 — $1,481,023;  1957 — $1,518,379;  1958 — 
$1,527,638;  1959  —  $1,593,316.  Long-term  debt  of  $52,099,846  contains  provisions  for  prepayment  at 
the  Corporation’s  option  in  whole  or  in  part  with  a  premium,  varying  up  to  3%%,  or,  under  certain 
circumstances,  without  premium. 

C  The  Corporation  purchased  properties  now  stated  on  its  books  at  $21,527,954  subject  to  first  mort¬ 
gage  bonds  of  the  selling  corporations  of  $18,346,000  secured  only  by  the  applicable  properties.  The 
Corporation  did  not  assume  such  bonds. 

D  At  January  31,  1954  the  Corporation  and  a  subsidiary  company  were  lessees  under  six  leases  expir¬ 
ing  2001  to  2050  with  minimum  rentals  of  $56,800  to  the  year  2000,  and  $38,800  thereafter  (and  after 
1957  certain  contingent  amounts  for  one  lease),  plus  real  estate  taxes  and  other  expenses.  The  Corpora¬ 
tion  was  also  lessee  under  20  underlying  leases,  maturing  from  1963  to  2048  with  aggregate  rentals  of 
$475,510,  which  are  paid  directly  by  the  tenants,  Allied  Stores  Corporation  or  its  consolidated 
subsidiaries. 


ACCOUNTANTS’  REPORT 


Board  of  Directors, 

Alstores  Realty  Corporation, 

New  York,  New  York. 

We  have  examined  the  balance  sheet  of  Alstores  Realty  Corporation  and  its  subsidiaries 
as  of  January  31,  1954,  and  the  related  statement  of  earnings  for  the  year  then  ended.  Our  examina¬ 
tion  was  made  in  accordance  with  generally  accepted  auditing  standards,  and  accordingly  included 
such  tests  of  the  accounting  records  and  such  other  auditing  procedures  as  we  considered  necessary 
in  the  circumstances. 

In  our  opinion,  the  accompanying  balance  sheet  and  statement  of  earnings  present  fairly  the 
consolidated  financial  position  of  Alstores  Realty  Corporation  and  its  subsidiaries  at  January  31, 
1954,  and  the  consolidated  results  of  their  operations  for  the  year  then  ended,  in  conformity  with 
generally  accepted  accounting  principles  applied  on  a  basis  consistent  with  that  of  the  preceding  year. 


New  York,  N.  Y. 
April  13,  1954 


Qj&uucJjLt  rfibaJj 
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Allied  Stores  Corporation 

COMPARATIVE  STATEMENTS  OF 

(000  omitted) 


1954 

1929 

1934 

1939 

1944 

Current  Assets: 

Cash . 

U.  S.  Government  Securities . 

$  13,609 

$  8,390 

$  4,566 

$  4,034 

$  10,573 
4,518 

Accounts  and  notes  receivable  (net),  etc . 

85,370 

15,578 

10,004 

16,335 

14,768 

Merchandise  inventories . 

69,330 

18,072 

10,738 

14,758 

28,055 

Federal  income  tax  refunds . 

Prepaid  expenses . 

4,424 

990 

708 

863 

1,930 

Total  Current  Assets . 

172,733 

43,030 

26,016 

35,990 

59,844 

Current  Liabilities . 

49,763 

10,831 

3,901 

7,282 

15,847 

Working  Capital . 

122,970 

32,199 

22,115 

28,708 

43,997 

Other  Assets . 

2,360 

998 

467 

749 

1,456 

Investment  in  and  Advances  to  Subsidiary  Company  — 

not  consolidated . 

7,745 

Property  and  Equipment: 

Land . 

2,110 

9,839 

11,953 

16,983 

16,061 

Buildings  and  equipment  (net) . 

654 

2,701 

3,734 

8,236 

7,818 

Improvements  to  leased  property  (net) . 

11,673 

1,527 

61 

621 

1,266 

Store  fixtures  and  equipment  (net) . 

Improvements  in  process . 

25,946 

3,220 

4,708 

4,471 

3,416 

4,557 

Total  Property  and  Equipment . 

Unamortized  Long-Term  Debt  Expense . 

43,603 

157 

18.775 

20.219 

29,256 

204 

29,702 

122 

Working  Capital  and  Other  Assets . 

176,835 

51.972 

42,801 

58,917 

75,277 

Long-Term  Debt  (exclusive  of  amounts  included  under 

current  liabilities) . 

39,900 

4,034 

7,726 

18,510 

20,431 

Reserves  and  Unearned  Income . 

Minority  Interest . 

128 

5,828 

1,201 

2,426 

1,366 

40,028 

9,862 

8,927 

20,936 

21,797 

Net  Assets . 

SI  36.807 

$  42,110 

$  33,874 

S  37,981 

$  53,480 

Stockholders’  Equity: 

Preferred  Stock . 

S  26,096 

$  25,310 

$  21,357 

$  23,200 

$  21,903 

Common  Stockholders*  Equity . 

110,711 

16,800 

12,517 

14,781 

31,577 

Total  Stockholders’  Equity . 

$136,807 

$  42,110 

$  33,874 

$  37,981 

$  53,480 

ALSTORES  REALTY  CORPORATION  AND  ITS  SUBSIDIARIES 


(000  omitted) 


1954 

Property  and  Equipment . $  80,897 

Other  Assets .  986 


Total  Assets . $  81,883 


Long-Term  Debt . $  71,320 

Other  Liabilities .  1,322 

Advances  from  Allied  Stores  Corporation .  7,262 

Stockholder’s  Equity .  1,979 

Total  Liabilities  and  Stockholder’s  Equity  ...  $  81.883 


As  the  above  figures ,  prepared  by  the  Company ,  are  submitted  for  comparative  purposes  only ,  the  footnotes 


and  Subsidiaries  Consolidated 

FINANCIAL  POSITION- JANUARY  31,  1929-1954 


1945 

1946 

1947 

1948 

1949 

1950 

1951 

1952 

1953 

$  13,394 

$  13,514 

$  10,608 

$  15,010 

$  9,993 

$  7,146 

$  8,568 

$  13,873 

$  20,593 

4,862 

1,495 

191 

18,227 

21,641 

37,614 

46,245 

54,349 

63,510 

70,545 

69,376 

77,736 

30,541 

30,265 

53,058 

52,830 

53,759 

52,127 

67,067 

68,553 

70,092 

2,964 

2,078 

2,643 

2,562 

4,177 

835 

2,016 

2,079 

2,551 

2,862 

3,196 

3,128 

3,831 

4,895 

4,644 

69,040 

68,994 

104,022 

119,911 

123,375 

128,554 

152,573 

160,874 

173,900 

20,576 

18,319 

36,557 

36,203 

38,177 

36,986 

48,678 

45,354 

51,507 

48,464 

50,675 

67,465 

83,708 

85,198 

91,568 

103,895 

115,520 

122,393 

2,433 

1,397 

2,145 

2,585 

1,665 

1,539 

1,386 

2,020 

2,081 

758 

2,270 

5,886 

6,644 

8,918 

5,353 

12,551 

2,000 

3,318 

4,499 

2,054 

1,124 

1,524 

1,546 

1,676 

7,373 

2,470 

3,359 

4,907 

760 

414 

748 

571 

513 

1,275 

1,517 

2,988 

8,311 

12,628 

14,442 

15,225 

11,805 

11,173 

4,628 

4,740 

6,532 

11,392 

14,836 

18,088 

18,144 

25,142 

24,278 

313 

2,908 

3,776 

7,711 

640 

4,797 

1,867 

1,677 

25,827 

11,040 

19,105 

32,885 

37,989 

34,708 

40,438 

40,931 

39,317 

10 

106 

100 

89 

103 

177 

159 

76,734 

63,112 

88,715 

120,042 

127,222 

133,790 

152,466 

167,566 

169,303 

17,357 

25,000 

24,250 

23,500 

29,750 

39,800 

37,600 

1,719 

2,001 

2,480 

2,606 

128 

126 

19,076 

2,001 

2,480 

27,606 

24,250 

23,500 

29,750 

39,928 

37,726 

$  57.658 

$  61,111 

$  86,235 

$  92,436 

$102,972 

$110,290 

$122,716 

$127,638 

$131,577 

$  20,833 

$  20,000 

$  19,500 

$  18,840 

$  18,790 

$  20,971 

$  25,607 

$  25,743 

$  25,123 

36,825 

41,111 

66,735 

73,596 

84,182 

89,319 

97,109 

101,895 

106,454 

$  57,658 

$  61,111 

$  86,235 

$  92,436 

$102,972 

$110,290 

$122,716 

$127,638 

$131,577 

IYI  r  A  K  A  1  1  V  t  b  ALAN  t  t  S  M  t  t  1  5>  —  J 

P  A  N  U  A  K  Y 

51  ,  1945-1: 

1948 

1949 

1950 

1951 

1952 

1953 

.  $  3,256 

$  12,826 

$  35,679 

$  46,690 

$  69,279 

$  78,008 

.  125 

177 

2,230 

1,055 

879 

1,036 

.  $  3,381 

$  13,003 

$  37,909 

$  47,745 

$  70,158 

$  79,044 

.  $  2,500 

$  10,553 

$  30,436 

$  39,704 

$  59,573 

$  71,606 

.  114 

156 

952 

719 

784 

943 

.  508 

2,020 

5,478 

6,218 

8,473 

4,889 

.  259 

274 

1,043 

1,104 

1,328 

1,606 

.  $  3,381 

$  13,003 

$  37,909 

$  47,745 

t  70,158 

$  79,044 

ing  thereto ,  which  appear  in  the  annual  reports  to  the  stockholders  for  the  respective  years , 

are  omitted. 
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Allied  Stores  Corporation 

COMPARATIVE  STATEMENTS  OF 


(000  omitted) 


1954 

1929 

1934 

1939 

1944 

Common  Stock: 

Capital  fixed  by  Board  of  Directors  at  $1.00  per  share  . 

$  2,196 

$  1,356 

$  1,357 

$  1,808 

$  1,817 

Additional  amounts  received  and  discounts  on  repur¬ 
chase  of  Preferred  Stock  (capital  surplus)  : 

Amount  at  beginning  of  period . 

28,496 

10,963 

8,767 

10,600 

Add  — 

Excess  of  consideration  for  issuance  of  shares  of 

Common  Stock  over  $1.00  per  share . 

Discount  on  repurchase  of  Preferred  Stock  .  .  . 

32 

172 

24 

144 

Other  credits  (net) . 

Amount  at  end  of  period . 

28,528 

15,444 

11,135 

8,791 

10,744 

Earnings  retained  for  use  in  the  business  (earned  sur¬ 
plus)  : 

Amount  at  beginning  of  period . 

75.762 

3,109 

14,699 

Add  —  Consolidated  net  earnings . 

11,809 

25 

2,233 

6,851 

Total . 

87,571 

25 

5,342 

21,550 

Deduct  — 

Dividends  paid: 

On  Preferred  Stock . 

On  Common  Stock . 

996 

6,588 

1,160 

1,129 

1,264 

Other  charges . 

Total  deductions . 

7,584 

1,160 

2,393 

Amount  at  end  of  period . 

79,987 

25 

4,182 

19,157 

Total  Common  Stockholders*  Equity . 

SI  10,711 

$  16,800 

$  12,517 

$  14,781 

$  31,718 

Common  Stockholders’  Equity  per  share . 

*50.42  $12.36 

STATEMENTS  OF 

$7.18 

EARNINGS 

(000  omitted) 

$8.17 

FOR  THE 

$17.50 

FISC 

1954 

1930 

1935 

1940 

1945 

Net  Sales  (including  leased  departments) . 

$515,830 

$112,323 

$  82,076 

$112,122 

$241,924 

Gross  margin . 

172,217 

36,140 

27,593 

38,371 

85,960 

Operating  expenses: 

Rent . 

11,971 

3,207 

3,083 

2,776 

4,773 

Provision  for  depreciation . 

4,209 

1,033 

998 

1,265 

1,216 

Maintenance  and  repairs . 

2,664 

485 

541 

743 

1,736 

All  other  operating  expenses . 

127,582 

27,776 

21,361 

28,716 

51,888 

Total  operating  expenses . 

146,426 

32,501 

25,983 

33,500 

59,613 

Operating  earnings . 

25,791 

3,639 

1,610 

4,871 

26,347 

Other  earnings  —  net . 

(162) 

853 

122 

249 

429 

25,629 

4,492 

1,732 

5,120 

26,776 

Interest  paid . 

1,370 

257 

450 

964 

982 

Loss  on  sale  of  land  and  buildings . 

24,259 

4,235 

1,282 

4,156 

25,794 

2,464 

Earnings  before  federal  income  taxes . 

24,259 

4,235 

1,282 

4,156 

23,330 

Provision  for  federal  income  taxes . 

12,450 

145 

155 

720 

16,100 

Consolidated  net  earnings . 

$  11,809 

$  4,090 

$  1,127 

1  3,436 

$  7,230 

Consolidated  Net  Earnings  of  Alstores  Realty  Corporation 

and  its  Subsidiaries  —  not  included  above . 

S  373 

As  the  above  figures ,  prepared  by  the  Company ,  are  submitted  for  comparative  purposes  only ,  the  footnotes 


24 


and  Subsidiaries  Consolidated 

COMMON  STOCKHOLDERS’  EQUIT  Y-JANUAR  Y  31,  1929-1954 


1945 

1946 

1947 

1948 

1949 

1950 

1951 

1952 

1953 

*  1,817 

$  1,805 

$  2,063 

$  2,074 

$  2,108 

$  2,108 

$  2,108 

$  2,196 

$  2,196 

10,744 

10,744 

10,866 

22,471 

22,858 

24,441 

24,475 

24,480 

28,462 

11,605 

350 

1,074 

3,949 

16 

9 

34 

5 

33 

34 

122 

21 

500 

10,744 

10,866 

22,471 

22,858 

24,441 

24,475 

24,480 

28,462 

28,496 

19,157 

24,405 

28,440 

42,201 

48,664 

57,633 

62,736 

70,521 

71,237 

7,230 

8,371 

18,379 

13,623 

15,805 

12,227 

14,944 

8,258 

12,137 

26,387 

32,776 

46,819 

55,824 

64,469 

69,860 

77,680 

78,779 

83,374 

1,056 

1,805 

(879) 

1,069 

2,617 

650 

796 

3,816 

6 

964 

6,196 

563 

6,273 

800 

6,324 

836 

6,323 

1,021 

6,521 

1,024 

6,588 

1,982 

4,336 

4,618 

7,160 

6,836 

7,124 

7,159 

7,542 

7,612 

24,405 

28,440 

42,201 

48,664 

57,633 

62,736 

70,521 

71,237 

75,762 

$  36,966 

$  41,111 

$  66,735 

$  73,596 

s  84.182 

$  39,319 

$  97,109 

$101,895 

$106,454 

$20.40 

$22.78 

$32.35 

$35.49 

$39.94 

$42.37 

$46.07 

$46.40 

$48.48 

YEARS  ENDED  JANUARY  31,  1930-1954 


1946 

1947 

1948 

1949 

$281,602 

$361,712 

$392,199 

$419,228 

97,258 

116,855 

120,136 

134,922 

6,106 

7,598 

7,610 

8,272 

1,050 

1,197 

1,831 

2,685 

2,233 

2,475 

3,057 

2,571 

60,358 

75,065 

86,813 

94,928 

69,747 

86,335 

99,311 

108,456 

27,511 

30,520 

20,825 

26,466 

438 

425 

116 

(182) 

27,949 

30,945 

20,941 

26,284 

478 

41 

144 

879 

27,471 

30,904 

20,797 

25,405 

27,471 

30,904 

20,797 

25,405 

19,100 

12,525 

7,174 

9,600 

$  8,371 

$  18,379 

$  13,623 

$  15,805 

$  9 

$  15 

1950 

1951 

1952 

1953 

$407,838 

$439,909 

$476,693 

$501,841 

131,307 

146,869 

152,671 

166,593 

8.506 

9,636 

10,401 

11,355 

3,192 

3,358 

3,775 

4,079 

2,881 

2,939 

3,430 

2,766 

96,423 

103,676 

117,258 

122,138 

111,002 

119,609 

134,864 

140,338 

20,305 

27,260 

17,807 

26.255 

227 

523 

542 

472 

20,532 

27,783 

18,349 

26,727 

905 

1,114 

1,491 

1,390 

19,627 

26,669 

16,858 

25,337 

19,627 

26,669 

16,858 

25,337 

7,400 

11,725 

8,600 

13,200 

$  12,227 

$  14,944 

$  8,258 

$  12,137 

$  19 

$  61 

$  224 

$  278 

relating  thereto,  which  appear  in  the  annual  reports  to  the  stockholders  for  the  respective  years,  are  omitted. 
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National  Distribution 

of  Allied  Stores’  Sales 

COMPARED  WITH  U.  S.  POPULATION  AND  INCOME 


AREA 

• 

▼ 

U.S.  POPULATION 

%  TO  TOTAL 

<0 

U.S.  INCOME 

%  TO  TOTAL 

ALLIED  SALES 

%  TO  TOTAL 

£ 

New  England 

6% 

7% 

19% 

Middle  East 

26 

29 

28 

Southeast 

16 

10 

6 

Central 

26 

29 

26 

Southwest 

10 

8 

10 

West 

4 

4 

1 

Far  West 

12 

13 

10 

TOTAL 

100% 

100% 

100% 

*  Buying  offices 


THE  TITCHE-GOETTINGER  CO.,  Dallas,  Texas 


THE  ROLLMAN  &  SONS  COMPANY,  Cintinnati,  Ohio 


JORDAN  MARSH  COMP 


STERLING-LINDNER-DAVIS,  Cleveland,  Ohio 


Antonio,  Texas 


THE  BON  MARCHE,  Seat 


B.  GERT 


STERN  BROTHERS,  New  York,  N.  Y. 


I 

j 

pn  of 

ger  Stores 

| - 

IMATELY  TWO-THIRDS 

LES  VOLUME. 


Ohio 


THE  GOLDEN  RULE,  St.  Paul ,  Minn. 


POMER 


HERPOLSHEIMER  COMPANY,  Grand  Rapids ,  Mich. 


OY'S,  INC.,  Harrisburg,  Pa.  DEY  BROTHERS,  Syracuse,  N.  Y. 


Stores  Owned  by 

Allied  Stores  Corporation 


POLSKY’S 

Akron ,  Ohio 

O’NEILL’S 

Baltimore ,  Md. 

JORDAN  MARSH 

Boston ,  Framingham  and  Malden ,  Mass. 

READ’S 

Bridgeport ,  Conn. 

ROLLMAN’S 

Cincinnati ,  Ohio 

STERLING-LINDNER-DAVIS 

Cleveland ,  Ohio 

MOREHOUSE-FA  S 1 1 1  o  \ 

Columbus ,  Ohio 

TITCHE-GOETTINGER 

Dallas ,  Texas 

LAUBACH’S 

Easton,  Pa. 

HERPOLSHEIMERS 

Grand  Rapids  and  Muskegon,  Mich. 

PARIS  OF  MONTANA 

Great  Falls,  Mont. 

MEYER’S 

Greensboro,  N.  C. 

ROBINSON-SCHWENN 

Hamilton,  Ohio 

JOSKE’S  OF  HOUSTON 

Houston,  Texas 

FIELD’S 

Jackson,  Mich. 

GERTZ 

Jamaica  and  Flushing ,  N.  Y. 

PECK’S 

Kansas  City,  Mo. 

MULLER'S 

Lake  Charles,  La. 

BON  TON 

Lebanon,  Pa. 

BON  MARCHE 

Longview,  Wash. 

BON  MARCHE 

Lowell,  Mass. 

GUGGENHEIMER'S 

Lynchburg,  V a. 

JOHN  ROSS 

Middletown,  Ohio 

DONALDSON’S 

Minneapolis  and  Rochester ,  Minn.,  and  Rapid  City,  South  Dakota 

STERN’S  (97%  owned ) 

New  York,  N.  Y. 

QUACKENBUSH 

Paterson,  N.  J. 

WAITE’S 

Pontiac,  Mich. 

JOSKE’S  OF  TEXAS 

San  Antonio,  Texas 

JORDAN  MARSH 

San  Diego,  Calif. 

LEVY’S  OF  SAVANNAH 

Savannah,  Ga. 

BON  MARCHE 

Seattle,  Northgate ,  Everett  and  Tacoma,  W ash. 

BON  MARCHE-PALACE 

Spokane,  Wash. 

HEER’S 

Springfield,  Mo. 

WREN’S 

Springfield,  Ohio 

GOLDEN  RULE 

St.  Paul,  Minn. 

DEY  BROTHERS 

Syracuse,  N.  Y. 

MAAS  BROTHERS 

Tampa  and  St.  Petersburg,  Fla. 

BLACK’S 

W aterloo,  Iowa 

BON  MARCHE 

Yakima,  Wash. 

POMEROY’S 

Reading,  Harrisburg,  Wilkes-Barre  and  Pottsville,  Pa. 

TROUTMAN’S 

Greensburg,  Butler,  Dubois,  Indiana,  Connellsville,  Latrobe, 

New  Castle  and  Warren,  Pa. 

ANDERSON’S 

Boise ,  Idaho 

(Operates  stores  in  five  cities  in  Idaho ,  one  city  in  Oregon , 
two  cities  in  W ashington,  two  cities  in  Utah ) 


Buying  Office  Subsidiaries 

ALLIED  PURCHASING  CORPORATION 
METASCO,  INC. 


New  York  —  Chicago  —  Los  Angeles 

New  York  —  London  —  Paris  —  Tokyo  —  Brussels  —  Vienna 
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stockholders  supplied  the  necessary  capital  to  launch 


the  Company  known,  until  1935,  as  Hahn  Department  Stores. 
The  years  have  been  eventful  in  many  respects.  World-wide  conditions 
have  exerted  great  influences  on  American  business.  Some  of  these  influences 
have  been  most  disturbing.  Others  have  been  most  beneficial.  They  have  all  been 
challenging  to  corporate  managements  —  sometimes  a  challenge  of  meeting 
hazards  and  at  other  times  that  of  seizing  and  exploiting  opportunities. 

It  seems  proper  that  a  Silver  Anniversary  Year  be  one  in  which  the  past 
is  reviewed.  No  business  can  be  judged  by  any  one  year’s  results  alone. 
A  sound  business  is  one  that  merits  a  favorable  judgment  based  on 
its  record  over  an  extended  number  of  years.  Also,  at  this  time, 
it  seems  fitting  that  a  company’s  objectives,  policies  and  practices 
he  reviewed.  It  is  in  that  spirit  that  Management  reviews 
the  twenty-five  years  of  operations  of  the  Company  herein. 

Throughout  this  twenty-five  year  period,  the  Company’s 
Management  has  had  the  almost  unanimous  and 
unqualified  support  of  the  stockholders.  Literally 
hundreds  of  able  executives  have  devoted  their  lives  to 
the  Company’s  welfare.  Tens  of  thousands  of  employees 
have  given  the  Company  their  continuous  loyalty  and 
have  responded  to  the  challenges  of  adversity  and 
opportunity  as  occasions  dictated.  The  organization 
believes  that  it  can  view  the  overall  result  with 
some  degree  of  justifiable  pride. 


Allied  Today 


Allied  Stores  Corporation  is  America’s  largest 
department  store  organization  with  an  annual 
sales  volume  in  excess  of  one-half  billion  dol¬ 
lars.  It  is  estimated  that  at  least  10%  of  the  house¬ 
holds  in  the  United  States  are  its  customers.  Five 
percent  of  the  households  of  the  country  have 
regular  charge  accounts  in  an  Allied  store.  It  is 
an  organization  truly  national  in  scope  as  its 
seventy-three  stores  in  twenty-four  states  are 
spread  over  a  rectangle,  the  four  corners  of  which 
are  Boston,  Massachusetts;  Seattle,  Washington; 
San  Diego,  California;  and  Tampa,  Florida. 

The  Company  is  represented  in  each  of  the 
natural  regional  divisions  of  the  country  (see  map 
on  page  twenty-six).  This  representation  is  rela¬ 
tively  light  in  relation  to  population  in  the  lower 
than  average  income  areas  of  the  West  and 
Southwest  but  relatively  heavy  in  the  higher 
than  average  income  areas  of  New  England  and 
the  Middle-Eastern  States.  Representation  in  the 
Southeastern  States  is  being  expanded  as  that 
area  is  developing  from  both  a  population  and 
consumer  income  viewpoint.  The  Company’s  rep¬ 
resentation  is  well  in  balance  with  population  and 
income  in  the  higher  than  average  income  area 
of  the  North  Central  States  and  in  the  rapidly 
growing  states  of  the  Southwest  and  Pacific  Coast. 

The  stores  are  not  only  well  diversified  by  geo¬ 
graphical  location  but  also  by  size  of  store  and 
size  and  character  of  communities  served.  Jordan 
Marsh  Company,  Boston,  Massachusetts,  the  Com¬ 
pany’s  largest  unit,  is  the  fourth  largest  individual 
department  store  in  America.  Sixteen  of  the  Com¬ 
pany’s  larger  stores  produce  approximately  two- 
thirds  of  total  sales,  while  the  remaining  one-third 
is  obtained  by  the  remaining  fifty-seven  units.  In 
most  cities  and  towns  in  which  the  Company  op¬ 
erates,  its  local  unit  is  either  the  first  or  second 
store  of  the  area. 

The  Company  regularly  employs  about  twenty- 


eight  thousand  people,  with  peak  seasonal  em¬ 
ployment  in  excess  of  thirty-five  thousand  people, 
at  an  annual  wage  and  salary  cost  of  approxi¬ 
mately  eighty-four  million  dollars.  Advertising  of 
the  Company’s  stores,  placed  in  one  hundred- 
fifty  newspapers,  totals  approximately  40,000  full 
pages  annually  and  reaches  approximately  twenty 
percent  of  the  nation’s  160,000,000  population. 
Radio  and  television  programs  sponsored  by  the 
Company’s  stores  have  an  even  wider  coverage. 
Leading  national  magazines  are  also  used.  Mer¬ 
chandise  catalogues  and  other  direct  mail  promo¬ 
tional  material  are  sent  regularly  to  the  over  two 
million  regular  charge  account  customers.  The 
Company  spends  approximately  twenty  million 
dollars  annually  in  publicity  and  promotional 
activities. 

The  Company  is  young  and  aggressive  in  spirit 
and  in  average  age  of  its  executive  personnel.  Its 
top  ten  administrative  executives  have  an  average 
age  of  fifty  years  and  an  average  term  of  service 
with  the  Company  of  twenty-three  years.  The  age 
range  of  this  group  is  from  forty-three  to  fifty- 
seven.  Each  of  these  ten  executives  attained  his 
present  position  by  promotion  from  within  the 
Company.  The  Company  employs  approximately 
twenty-two  hundred  and  fifty  executives  of  all 
types,  of  whom  85%  were  trained  and  promoted 
by  the  Company. 

The  Company’s  securities  meet  a  ready  accept¬ 
ance  in  the  best  informed  financial  circles.  All 
of  the  Company’s  long-term  notes  payable  are 
held  by  two  insurance  companies  and  two  banks. 
The  Company’s  $5,000,000  Second  Series  4% 
Preferred  Stock  issue  was  purchased  by  one  in¬ 
surance  company  when  offered.  In  terms  of  the 
percentage  of  total  stock  outstanding,  the  Com¬ 
pany’s  Common  Stock  has  long  rated  as  one  of 
the  seven  favorite  stocks  of  medium  and  large 
corporations  held  by  investment  companies. 


33 


Allied  —  By  Five  Year  Periods 


The  Company  started  in  business  in  1929  with 
Common  Stock  Equity  of  $16,800,000  or  $12.36 
per  share,  which  declined  to  $6.26  per  share  by 
the  mid-1930’s.  At  the  close  of  the  twenty-five 
years  under  review,  Common  Stock  Equity  was 
$110,711,000  or  equivalent  to  $50.42  per  share 
then  outstanding.  Dividends  totalling  $26.65  per 
share  have  been  paid  on  the  Company’s  Common 
Stock  since  1942,  when  it  was  placed  on  a  regu¬ 
lar  dividend  basis.  A  dividend  of  $3.00  per  share 
has  been  paid  annually  since  1947  on  this  stock 
which  a  decade  earlier  had  an  equity  of  only 
$6.26  per  share. 

The  Company  showed  a  loss  in  two  of  its  first 
four  years  of  operation.  It  has  shown  a  profit  in 
each  of  the  past  twenty-one  years.  Sales,  $112,- 
000,000  for  the  year  1929,  declined  to  $70,000,- 
000  in  1932  and  then  increased  to  $516,000,000 
for  the  year  1953.  When  the  Company  was  or¬ 
ganized,  its  annual  sales  were  the  lowest  of  the 
five  largest  centrally  owned  groups  of  department 
stores.  Its  annual  sales  have  been  the  largest  of 
this  group  in  each  year  since  1950. 

The  Company’s  operating  record  of  the  quarter 
century  will  be  summarized  briefly  in  paragraphs 
to  follow.  The  history  of  the  Company  falls  rather 
naturally  into  five  distinct  periods  of  five  years 
each  and  will  be  so  discussed.  These  periods  coin¬ 
cide  generally  with  what  might  be  termed  eco¬ 
nomic  eras  reflecting  political,  social  and  eco¬ 
nomic  changes,  both  national  and  international. 

1.  1929  to  1934  —  The  years  of  the  great  de¬ 
pression  and  the  period  in  which  Allied  Stores 
Corporation  was  organized  and  met  its  most 
severe  test. 

The  Company  was  organized  to  acquire  owner¬ 
ship  of  well  established  department  stores.  Many 
such  stores  were  still  owned  by  the  families  of 
the  original  founders.  The  division  of  estates, 
estate  and  inheritance  taxes,  need  of  diversifica¬ 
tion  or  liquidity,  and  personal  inclinations  and 
desires  resulted  in  many  stores  being  available. 

The  Company  was  originally  sponsored  as  “the 
General  Motors  of  the  Department  Store  Indus¬ 
try.”  Its  declared  objective  was  to  bring  to  the 


department  store  the  demonstrated  advantages 
of  the  chain  store  which  was  just  completing  a 
decade  of  very  rapid  growth.  The  original  public 
offering  of  Common  Stock  at  $38.00  per  share, 
or  in  excess  of  three  times  its  book  equity,  was 
substantially  oversubscribed.  Demand  for  the 
stock  was  so  great  that  within  a  few  weeks  the 
market  price  had  soared  to  a  high  of  $58.75  per 
share. 

While  the  Company’s  objectives  were  worthy 
and  clearly  stated,  the  means  by  which  they  were 
to  be  attained  were  quite  nebulous.  Decentraliza¬ 
tion  of  authority  within  an  individual  store  had 
always  been  a  fundamental  principle  of  depart¬ 
ment  store  organization.  Centralization  of  much 
authority  in  a  central  office  directing  the  activi¬ 
ties  of  many  stores  had  been  a  fundamental  prin¬ 
ciple  of  chain  store  operation.  Department  store 
executives  felt  they  had  a  vested  interest  in  the 
decentralized  type  of  operation.  They  feared  and, 
therefore,  resisted  centralization.  Only  research 
and  education  could  solve  the  problem  —  but  the 
Company  was  organized  and  “in  being.” 

Even  before  the  true  nature  of  the  complex 
management  problem  could  be  clearly  defined, 
the  country  entered  the  most  severe  depression  of 
its  history.  Even  well  organized  and  smoothly 
functioning  businesses  of  all  types  were  faced  with 
great  difficulties.  It  was  nearly  calamitous  for  the 
Company.  Only  a  liberal  capitalization,  and  great 
courage  on  the  part  of  a  few,  kept  the  Company  in 
existence  in  those  early  years. 

The  Company  owned  twenty-eight  stores  in 
1929  with  an  annual  sales  volume  of  $112,000,- 
000.  Its  profit,  for  that  first  year,  after  providing 
$145,000  for  federal  income  taxes,  was  $4,090,- 
000.  The  capital  structure  of  the  Company  at 
that  time  was:  long-term  debt,  $4,034,000  or  9%  ; 
Preferred  Stock,  $25,310,000  or  55%;  and  Com¬ 
mon  Stock  Equity,  $16,800,000  or  36%,  the 
equivalent  of  $12.36  per  share. 

In  the  first  five  years  of  existence,  annual  sales 
volume  declined  from  $112,000,000  to  a  low  of 
$70,000,000  for  the  year  ended  January  31,  1933. 
One  very  small  store  with  annual  sales  of  only  a 
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few  hundred  thousand  dollars  had  been  closed 
in  1930.  The  Company  suffered  operating  losses 
in  the  years  1931  and  1932.  The  loss  for  the  year 
ended  January  31,  1933  was  $3,747,000.  Working 
capital  declined  ten  million  dollars  or  approxi¬ 
mately  one-third  in  this  first  five  year  period. 
Common  Stock  Equity,  adjusted  for  accumulated 
but  unpaid  dividends  on  Preferred  Stock,  de¬ 
clined  40%,  from  $16,800,000  to  $9,740,000.  The 
decline  in  Common  Stock  Equity,  on  a  per  share 
basis,  was  from  $12.36  to  $7.18.  In  this  period  the 
Company’s  Common  Stock  sold  on  the  New  York 
Stock  Exchange  for  as  low  as  sixty-two  and  one- 
half  cents  per  share. 

Even  in  face  of  these  adverse  trends  of  the  first 
five  years,  the  Company’s  1933  year-end  balance 
sheet  showed  $4,566,000  cash,  no  bank  loans 
outstanding,  and  long-term  debt,  $7,726,000,  rep¬ 
resenting  only  19%  of  the  total  capital  structure 
of  the  Company.  The  Company’s  increase  in  long¬ 
term  debt  for  its  first  five  years,  $3,692,000,  was 
accompanied  by  an  increase  in  property  and 
equipment  of  approximately  $1,500,000. 

2.  1934  to  1939  —  The  post  depression  period 
in  which  there  was  much  social ,  economic,  and 
political  experimentation  and  legislation,  and  in 
which  Allied  Stores  Corporation  evolved  its  pres¬ 
ent  form  of  organization,  policies,  methods  and 
principles  of  operation,  and  strengthened  its  ex¬ 
ecutive  organization. 

Total  sales  for  the  second  five  year  period  of 
the  Company’s  life  were  less  than  10%  in  excess 
of  those  obtained  in  the  first  five  year  period. 
Sales  for  the  year  1938,  $103,200,000,  were  still 
substantially  below  the  $112,000,000  of  1929. 
The  average  annual  sales  for  this  second  five  year 
period  were  $97,200,000.  Adjustment  of  operat¬ 
ing  costs  to  a  lower  base,  and  improved  executive 
organization,  policies  and  operating  methods, 
produced  a  profit  in  each  of  these  five  years.  The 
average  annual  profit  before  provision  for  federal 
taxes  was  $2,718,000  and  $2,250,000  after  such 
provision.  The  average  applicable  tax  rate  in  this 
period  was  17%. 

Average  annual  earnings  per  share  for  this 
second  five  year  period  were  approximately  sixty 
cents  or  a  nine  percent  return  on  annual  average 
Common  Stock  Equity.  By  the  close  of  this  second 
five  year  period,  accumulated  Preferred  Stock 


dividends  had  been  eliminated  through  the  use  of 
cash,  debentures  and  additional  shares  of  Com¬ 
mon  Stock.  Common  Stock  Equity  increased  from 
a  low  of  $6.26  to  $8.17  per  share. 

During  this  second  five  year  period,  the  Com¬ 
pany  adopted  its  present  form  of  administrative 
organization  —  the  group  manager  plan  —  es¬ 
tablished  operating  policies  for  each  of  the  stores, 
clarified  lines  of  responsibility  as  between  the 
stores  and  the  central  office,  strengthened  man¬ 
agement  in  the  stores,  launched  a  program  of 
executive  development,  adopted  sound  personnel 
policies  and  built  a  strong  central  office  organiza¬ 
tion  dedicated  to  research  and  service  rather  than 
to  store  administration. 

In  this  second  five-year  period,  the  number  of 
stores  was  increased  from  twenty-seven  to  fifty- 
six.  Acquisitions  included  Dey  Bros.,  Syracuse, 
four  Pomeroy  stores  in  eastern  Pennsylvania,  a 
small  independent  store,  and  the  Anderson  chain 
of  23  small  stores  in  the  Rocky  Mountain  area 
with  headquarters  in  Boise,  Idaho.  A  number  of 
these  latter  stores  were  quite  small  and  have  since 
been  closed  or  sold. 

Perhaps  the  most  important  single  achievement 
of  this  second  five  year  period  —  one  to  which 
each  of  the  above  named  factors  contributed  and 
for  which  each  was  a  necessary  prerequisite  — 
was  that  of  a  greatly  improved  organization 
morale.  By  the  close  of  this  second  five  year 
period,  the  executive  organization  not  only  had 
knowledge  and  direction  or  coordination  but  it 
had  faith,  confidence,  purpose  and  determination 
—  an  assured  foundation  for  the  years  ahead. 

3.  1939  to  1944  —  The  years  in  which  the  ef¬ 
fects  of  World  War  II  European  military  actions, 
and  finally  our  own  participation  therein,  resulted 
in  increased  economic  activity  in  which  Allied 
Stores  Corporation  participated  fully. 

In  this  period  employment,  wage  rates  and 
agricultural  income  mounted  rapidly,  thereby 
creating  consumer  purchasing  power.  Shortages 
of  materials  and  manufactured  articles  forced 
prices  upward.  Expenses  were  held  down  arbi¬ 
trarily  as  a  result  of  unavailability  of  labor  and 
of  many  types  of  material  as  well  as  by  govern¬ 
ment  war-time  restrictions  on  wage  rates,  ser¬ 
vices  and  construction.  Merchandise  margins 


benefited  from  a  reduction  in  markdowns  as  a 
result  of  merchandise  shortages. 

Youth  had  been  strongly  emphasized  in  the 
educational  work  of  the  preceding  five  years. 
Military  demands  on  its  youth  were  felt  most 
keenly  by  the  Company.  Chaotic  conditions  in 
the  markets  of  the  world,  due  to  war-time  short¬ 
ages,  were  doubly  disturbing  to  those  who  were 
endeavoring  to  develop  a  planned  and  pro¬ 
grammed  operation.  Relationships  with  govern¬ 
mental  bodies  became  a  major  function  within 
the  business  during  these  early  war  years. 

In  this  1939  to  1944  period,  the  educational 
and  research  work  initiated  during  the  five  years 
immediately  preceding  began  to  bear  fruit.  Also, 
policies,  principles  and  methods  adopted  in  the 
immediately  preceding  period  were  being  refined 
and  intensified.  They  were  becoming  truly  pro¬ 
ductive.  In  this  third  five  year  period,  the  num¬ 
ber  of  units  increased  from  fifty-six  to  sixty-three. 
The  most  important  acquisition  of  the  period  was 
B.  Gertz,  Inc.,  Jamaica,  Long  Island.  Sales  volume 
for  the  five  years  in  total  was  56%  greater  than 
for  the  preceding  five  years.  Sales  increased  from 
$103,200,000  in  1938  to  $203,700,000  in  1943. 

Profits  before  provision  for  federal  taxes  for 
this  third  five  year  period  were  four  times  greater 
than  in  the  preceding  five  years.  The  applicable 
federal  tax  rate  for  the  period  as  a  whole  was 
52%  of  profits  which  compares  with  the  17% 
of  the  preceding  period.  Annual  profits  after  tax 
provisions  for  this  third  five  year  period  averaged 
slightly  in  excess  of  five  million  dollars  as  com¬ 
pared  with  approximately  two  and  one-quarter 
million  dollars  in  the  preceding  period.  Average 
annual  profits  per  share  of  Common  Stock  for 
the  period  were  19%  of  annual  average  Common 
Stock  Equity  per  share.  The  Company’s  Common 
Stock  was  placed  on  a  regular  dividend  basis  in 
1942.  The  Common  Stock  Equity  per  share  at  the 
close  of  this  third  five  year  period  of  the  Com¬ 
pany’s  history  was  $17.50  per  share  or  more  than 
double  the  $8.17  per  share  of  five  years  earlier. 

4.  1944  to  1949  —  An  end  of  World  War  11, 
disarmament  and  transition  to  a  peace-time  econ¬ 
omy.  Allied  started  a  program  of  physical  plant 
modernization.  Also ,  in  common  with  most  re¬ 
tailers,  Allied  experienced  its  most  profitable 
years. 


In  this  fourth  five-year  period  of  Allied’s  his¬ 
tory — 1944  to  1949  —  in  common  with  most 
other  retailers,  the  Company  reached  its  peak 
earnings  for  the  full  quarter  century.  With  the 
close  of  the  war,  sales  increased  due  to  the  pent 
up  consumer  demand  for  many  types  of  merchan¬ 
dise  not  available  during  the  war  period.  Mer¬ 
chandise  supply  increased  and  qualities  improved. 
The  lifting  of  governmental  restrictions  and  con¬ 
trols  gave  greater  flexibility  of  action.  Expenses 
tended  to  lag  behind  the  rapidly  increasing  sales 
trend.  Profit  percentages  on  a  before  tax  basis 
improved.  Federal  tax  rates  were  reduced  in  this 
favorable  environment  for  retailing. 

In  the  year  1946  the  Company  produced  a 
profit  of  $30,904,000  on  which  the  effective  ap¬ 
plicable  tax  rate  was  approximately  40%.  Profit 
after  such  taxes  reached  the  all  time  peak  of  $18,- 
379,000  or  $8.52  per  share  of  Common  Stock 
outstanding. 

It  was  in  this  period  that  the  Company  launched 
a  program  of  physical  plant  modernization  and 
expansion  of  existing  store  properties.  This  pro¬ 
gram,  together  with  store  acquisitions,  made  it 
advisable  to  reconsider  the  Company’s  policy  re¬ 
garding  real  estate.  Additional  influencing  factors 
were  those  of  prevailing  inflationary  trends, 
changed  conditions  in  the  real  estate  market  gen¬ 
erally,  and,  particularly,  changes  in  the  policy 
and  practices  of  institutional  lenders  on  real 
estate. 

It  was  in  this  period  that  the  Company’s  present 
policy  regarding  real  estate  was  formed  and  Al- 
stores  Realty  Corporation  was  organized.  A  dis¬ 
cussion  of  these  related  subjects  of  real  estate 
policy  and  Alstores  Realty  Corporation  are  in¬ 
cluded  as  a  special  section  of  this  twenty-five  year 
review. 

The  Company  increased  its  number  of  units  in 
this  five  year  period  from  sixty-three  to  seventy- 
nine.  The  principal  acquisition  was  in  Cleveland, 
Ohio.  New,  independently  operated  stores  were 
established  in  Houston,  Texas  and  Spokane, 
Washington, and  a  major  branch  store  was  opened 
in  St.  Petersburg,  Florida.  The  other  acquisitions 
of  the  period  were  of  the  junior  department  store 
type. 

Annual  sales  volume  again  doubled  in  this  five 
year  period,  increasing  from  $203,700,000  for  the 


year  ended  January  31,  1944  to  $419,200,000  for 
the  year  1948.  Average  annual  profit  for  the  five 
years  was  $25,582,000  on  a  before  tax  basis  and 
$12,682,000  after  provision  for  such  taxes.  The 
effective  applicable  tax  rate  for  the  period  was 
50%.  Average  annual  earnings  per  share  of  Com¬ 
mon  Stock  were  $5.87,  equivalent  to  23%  of  the 
annual  average  Common  Stock  Equity  per  share. 
Common  Stock  Equity  per  share  again  more  than 
doubled  in  this  five  year  period,  increasing  from 
$17.50  at  the  beginning  of  the  period  to  $39.94 
at  its  close.  The  Common  Stock  was  placed  on  its 
present  dividend  basis  of  75  cents  quarterly  or 
$3.00  annually  in  1947. 

5.  1949  to  1954  —  A  period  which  included 
the  conflict  in  Korea ,  disturbed  political  condi¬ 
tions  throughout  the  world,  and  another  period 
of  armament.  In  this  period.  Allied  Stores  Cor¬ 
poration  continued  its  program  of  physical  plant 
modernization  and  expansion .  A  substantial  re¬ 
organization  of  the  Company9 s  top  administrative 
personnel  was  accomplished . 

Prior  to  1948  the  Company  was  managed  by 
six  administrative  officers,  the  President  and  five 
vice-presidents,  each  of  whom  supervised  the  ac¬ 
tivities  of  certain  stores.  In  the  years  1948-1950, 
two  vice-presidents  died  and  another  went  into 
semi-retirement  due  to  failing  health.  It  was  not 
only  necessary  to  replace  these  losses  but  also  to 
provide  extra  management  strength  for  the  Com¬ 
pany,  which  had  quadrupled  in  size  in  a  decade. 
By  1951,  six  executives  had  been  promoted  to  the 
Company’s  top  administrative  group,  with  titles 
of  vice-president,  in  a  three  year  period.  In  ad¬ 
dition,  the  corporate  office  of  Chairman  of  the 
Board  was  created  for  the  Company’s  chief  execu¬ 
tive  officer  and  a  vice-president  was  advanced  to 
the  position  of  President. 

The  six  executives  thus  promoted  were,  of 
course,  holding  most  important  positions  in  the 
Company  prior  to  their  promotion,  positions  it 
was  likewise  necessary  to  fill.  So  many  changes 
in  the  responsibilities  and  relationships  of  key 
executives  in  a  relatively  short  period  of  time 
created  operating  problems.  The  fullest  impact 
of  these  problems  fell  in  late  1950  and  in  1951. 

The  necessary  program  of  physical  plant 
modernization  and  expansion  discussed  elsewhere 


herein  reached  its  peak  activity  in  the  1949-1951 
period.  About  one-third  of  the  stores  in  number 
which  were  responsible  for  over  two-thirds  of  the 
Company’s  sales  volume  were  involved  in  this 
work.  Operating  expenses  are  increased  measur¬ 
ably  when  such  work  is  in  progress.  Moderniza¬ 
tion  and  expansion  expenditures  increase  fixed 
charges  immediately  but  become  fully  produc¬ 
tive  only  over  a  considerable  period  of  time.  The 
carrying  out  of  such  programs  draws  heavily 
on  the  time  and  energy  of  numerous  executives, 
diverting  their  efforts  from  daily  operating  prob¬ 
lems.  The  strongest  impact  of  this  factor  fell  most 
heavily  in  the  year  1951  —  just  at  the  time  when 
the  adverse  effects  of  changes  in  the  organization 
of  administrative  executives  were  most  severe. 
Operating  results  of  that  year  were  most  disap¬ 
pointing. 

In  the  five  years  ended  January  31,  1954,  the 
Company  reduced  the  number  of  stores  operated 
from  seventy-nine  to  seventy-three.  In  two  cities 
the  operations  of  stores  owned  were  merged  into 
single  but  stronger  units.  Sixteen  of  the  very  small 
units  of  the  C.  C.  Anderson  Company  chain  were 
either  closed  or  sold.  A  new  independently  oper¬ 
ated  store  was  opened  in  San  Diego,  California. 
Major  branches  were  opened  by  Bon  Marche, 
Seattle  in  the  Northgate  Shopping  Center;  by 
Jordan  Marsh  Company  in  a  regional  shopping 
center  near  Boston,  known  as  Shopper’s  World; 
and  by  B.  Gertz,  Inc.,  Jamaica,  Long  Island  in 
nearby  Flushing.  Principal  acquisitions  of  the 
period  included  Stern  Brothers,  New  York  City 
and  the  D.  M.  Read  Company,  Bridgeport,  Con¬ 
necticut. 

Annual  sales  increased  from  $419,200,000  for 
the  year  ended  January  31,  1949  to  $515,800,000 
for  the  year  1953.  Average  annual  sales  were  four 
hundred  sixty-eight  million  dollars.  The  average 
annual  profit  was  $22,550,000  on  a  before  tax 
basis  and  $11,875,000  after  provision  for  such 
taxes.  The  effective  applicable  tax  rate  on  profits 
for  the  five  year  period  was  47%.  Average  annual 
earnings  per  share  of  Common  Stock  were  $5.08, 
equivalent  to  11%  of  the  annual  average  Common 
Stock  Equity  per  share.  Common  Stock  Equity 
per  share  increased  during  the  five  year  period 
from  $39.94  to  $50.42. 
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-►Adjusted  to  provide  for  dividend  requirements  not  earned 
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Allied  Growth  1934  to  1954 


The  growth  of  Allied  Stores  Corporation  over 
the  past  twenty  years  from  an  annual  sales  base 
of  $70,000,000  to  a  current  figure  of  $516,000,- 
000  must  be  attributed  to  many  factors.  Most 
important  was  the  growth  of  the  economy  of  the 
country  as  a  whole  which,  when  expressed  in 
terms  of  overall  dollar  amounts,  also  reflects  sub¬ 
stantial  diminution  of  the  value  of  the  dollar. 
Aside  from  this  question  of  inflation  of  prices, 
however,  the  Company  had  a  substantial  growth 
through  (a)  growth  and  expansion  of  individual 
stores  owned,  (b)  the  acquisition  of  additional 
stores,  (c)  the  establishment  of  new  major  branch 
stores,  and  (d)  the  development  of  shopping  cen¬ 
ters  as  locations  for  major  branch  stores.  The 
1953  sales  volume  of  stores  acquired  or  opened 
during  the  twenty  year  period  was  $225,000,000. 

Growth  — Store  Expansion 

Stores  owned  by  Allied  at  the  beginning  of 
1934  obtained  sales  volume  in  1953  in  excess  of 
$290,000,000  —  a  growth  of  $220,000,000,  or 
over  300%.  Several  of  the  individual  stores  of 
this  group  obtained  sales  increases  substantially 
above  this  average  during  the  period.  In  most 
such  instances  it  has  been  necessary  to  expand 
the  size  of  the  physical  plants  occupied  by  such 
stores.  Of  the  twenty-seven  stores  owned  in  1934, 
ten  have  been  substantially  increased  in  size  over 
the  past  twenty  years  and  in  three  additional  in¬ 
stances,  Dallas,  Texas,  Seattle,  Washington  and 
Jackson,  Michigan,  such  construction  is  now  in 
process. 

Growth  — Acquisitions 

Of  Allied’s  seventy-three  stores,  thirty-seven 
have  been  acquired  by  purchase  over  the  past 
twenty  years.  The  most  important  of  such  acquisi¬ 
tions  were  the  four  Pomeroy  stores  in  Pennsyl¬ 
vania  in  1934,  Dey  Brothers,  Syracuse  in  1936, 
Gertz,  Jamaica  in  1941,  Sterling-Lindner-Davis, 
Cleveland  in  1949,  Stern’s,  New  York  City  in 
1951  and  Read’s,  Bridgeport  in  1953.  Among  the 
thirty-seven  acquisitions  were  a  number  of  stores 
with  an  annual  sales  volume  of  less  than  $2,000,- 
000,  a  majority  of  which  were  a  part  of  the  C.  C. 


Anderson  chain  of  Boise,  Idaho,  acquired  in  1937. 

At  no  time  in  its  history  has  the  Company  had 
an  active  policy  of  expansion  through  the  acquisi¬ 
tion  of  additional  units.  However,  mindful  of  its 
original  purpose  —  the  acquisition  of  indepen¬ 
dently  operated  department  stores  when  circum¬ 
stances  dictate  their  sale  —  there  has  been  no 
time  in  the  past  twenty  years  when  the  Company 
would  not  consider  proposed  acquisitions  on  their 
merits. 

The  form  of  payment  for  stores  acquired  has 
varied  from  time  to  time  based  on  prevailing 
conditions,  such  as  the  Company’s  cash  position, 
the  market  value  of  its  securities  and,  particularly, 
the  needs  and  wishes  of  the  seller.  Stores  have 
been  acquired  on  an  all  cash  basis,  in  exchange 
for  the  Company’s  Preferred  or  Common  Stocks, 
or  by  a  combination  of  same.  It  is  expected  that 
the  Company  will  continue  its  past  practices  in 
regard  to  the  acquisition  of  established  depart¬ 
ment  stores. 

Growth  — New  Stores 

Independently  Operated  Stores 

The  Company  has  opened  three  new  stores  in 
the  period  —  department  stores  in  Spokane, 
Washington,  and  in  San  Diego,  California,  and  a 
home  furnishings  store  in  Houston,  Texas.  It  is 
only  under  the  most  unusual  circumstances  that 
the  Company  expands  through  the  opening  of 
newly  established  stores  to  be  independently  oper¬ 
ated.  Such  circumstances  include  an  area  of  very 
rapid  growth  and  what  are  believed  to  be  un¬ 
usually  favorable  competitive  conditions. 

Shopping  Center  Branches 

The  Company  has  pioneered  in  the  development 
of  pre-planned,  fully  coordinated  shopping  cen¬ 
ters  in  which  a  major  branch  of  a  department 
store  takes  the  leading  position.  The  first  such 
shopping  center  to  be  opened  was  the  Company’s 
Northgate  Shopping  Center  on  the  outskirts  of 
Seattle,  which  included  a  200,000  square  foot 
building  for  a  branch  of  the  Bon  Marche  store  in 
downtown  Seattle.  The  second  such  center  to  be 
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opened  was  Shopper’s  World  in  the  suburbs  of 
Boston,  Massachusetts  which  included  a  major 
branch  of  Jordan  Marsh  Company.  These  shop¬ 
ping  center  branches  have  been  eminently  suc¬ 
cessful  from  their  inception,  judged  by  both  sales 
volume  obtained  and  profit  produced.  The  Com¬ 
pany  expects  to  continue  and  to  expand  this  type 
of  activity. 

Branch  Stores 

In  addition  to  branch  stores  operated  as  parts 


of  shopping  centers,  Gertz,  Jamaica  established 
a  branch  in  Flushing;  Maas  Brothers,  Tampa  es¬ 
tablished  a  branch  in  St.  Petersburg;  and  L.  S. 
Donaldson  Company  has  branches  in  Rapid  City, 
South  Dakota  and  in  Rochester,  Minnesota.  In 
each  instance  these  branch  stores  have  become 
quite  profitable  within  the  first  few  months  of 
their  operation.  Stores  in  Everett  and  Tacoma, 
Washington,  formerly  operated  as  independent 
units,  have  been  made  branches  of  Bon  Marche, 
Seattle. 


History  of  Capital  Structure 


The  Company’s  land,  buildings  and  leasehold 
improvements  totaled  only  $14,000,000  in  1929  as 
most  of  the  stores  acquired  were  occupying  leased 
property.  Considering  this  fact,  the  Company’s 
original  capital  structure,  totaling  $46,144,000, 
was  quite  liberal  in  relation  to  annual  sales  of 
approximately  $112,000,000.  This  capital  struc¬ 
ture  consisted  of  long-term  debt,  $4,034,000  or 
9% ;  6V2%  Preferred  Stock,  $25,310,000  or  55% ; 
and  Common  Stock  Equity,  $16,800,000  or  36%. 

The  chart  on  the  opposite  page  shows  for  each 
of  the  twenty-five  years  the  percentage  of  total 
capital  represented  by  Common  Stock  and  other 
securities  senior  thereto.  Similar  percentage  re¬ 
lationships  are  also  shown  for  long-term  debt  and 
Preferred  Stock  separately.  This  chart  shows 
graphically  the  degree  to  which  Common  Stock 
Equity  has  been  used  to  meet  the  capital  re¬ 
quirements  of  this  rapidly  growing  business. 

Long-Term  Debt 

In  general,  the  Company’s  use  of  long-term  debt 
has  been  closely  related  to  the  factor  of  real  estate. 
Property  and  equipment  and  the  related  subject 
of  Alstores  Realty  Corporation  are  discussed  in 
some  detail  elsewhere  in  this  report. 

The  Company  owned  little  real  estate  at  its  in¬ 
ception  and  had  little  long-term  debt.  Even  in  the 
first  five  depression  years  it  increased  its  real 
estate  investment  by  approximately  $1,500,000 
and  its  long-term  debt  by  over  three  and  one- 
half  million.  Successive  property  and  equip¬ 
ment  additions  resulted  in  a  continuous  rise  in 
the  Company’s  long-term  debt  throughout  most  of 
the  1930  decade.  Sales  of  property  and  equipment 
in  the  first  half  of  the  1940  decade  were  accom¬ 
panied  by  decreases  in  long-term  debt.  By  1946 
the  Company  had  reduced  its  land,  buildings  and 
leasehold  improvements  to  $6,300,000  and  had 
no  long-term  debt. 

In  the  past  eight  years  the  Company  has  added 
$32,563,000,  in  excess  of  depreciation  provisions, 


to  its  property  and  equipment  including  land, 
buildings,  leasehold  improvements,  improvements 
in  process,  and  fixtures  and  equipment.  The  Com¬ 
pany  has  also  made  investments  in,  and  advances 
to,  Alstores  Realty  Corporation  of  $7,745,000.  In 
this  period,  the  Company  has  incurred  long-term 
debt  totaling  $39,900,000  at  January  31,  1954. 

While  the  Company’s  long-term  notes  are  not 
secured  by  pledges  of  property  and  equipment 
and  the  funds  derived  therefrom  are  not  traceable 
directly  to  any  particular  or  individual  property 
additions,  the  Company’s  need  for  these  funds 
was  related  to  the  substantial  property  additions 
of  the  period. 

Preferred  Stock 

While  the  percentage  of  total  capital  repre¬ 
sented  by  Preferred  Stock  declined  from  55%  in 
1929  to  15%  at  the  close  of  the  twenty-five  years 
under  review,  there  was  an  actual  increase  of  ap¬ 
proximately  three-quarters  of  a  million  dollars  of 
Preferred  Stock  outstanding.  The  decline  in  per¬ 
centage  reflected  primarily  the  increase  in  Com¬ 
mon  Stock  Equity.  As  a  result  of  refundings, 
dividend  requirements  have  been  reduced  sub¬ 
stantially.  The  annual  dividend  requirement  on 
the  $25,310,000  of  Preferred  Stock  outstanding 
in  1929  was  $1,645,000,  while  the  annual  divi¬ 
dend  requirement  on  the  $26,096,000  outstanding 
at  the  close  of  the  twenty-five  year  period  was 
$1,044,000,  a  decline  of  37%. 

Common  Stock  Equity 

While  Common  Stock  Equity  represented  36% 
of  the  Company’s  total  capital  structure  at  the 
beginning  of  the  twenty-five  years  under  review 
and  had  declined  to  20%  five  years  later,  it  rep¬ 
resented  63%  at  the  period’s  close.  Although  ad¬ 
ditional  shares  were  issued  during  the  period, 
Common  Stock  Equity  per  share,  $12.36  in  1929 
and  $6.26  in  1935,  rose  to  $50.42  on  January  31, 


1954.  A  chart  appears  on  page  thirty-five  showing 
such  equity  by  years.  Total  Common  Stock  Equity 
was  $16,800,000  in  1929,  declined  to  $9,480,000 
in  1935,  and  was  $110,711,000  on  January  31, 
1954. 

In  1935,  as  part  consideration  for  clearing  up 
dividends  and  reducing  the  future  dividend  rate 
of  the  Company’s  Preferred  Stock,  420,664  shares 
of  Common  Stock  were  issued  to  the  holders  of 
such  Preferred  Stock.  Approximately  $11,900,000 
was  received  in  1946  from  an  offering  of  257,840 
shares  to  stockholders  at  a  price  below  the  market 


at  the  time  of  the  offering.  Approximately  $6,000,- 
000  of  assets  were  acquired  during  the  period 
under  review  in  transactions  whereby  stores  were 
acquired  by  an  exchange  of  Common  Stock 
therefor. 

The  most  substantial  addition  to  total  Common 
Stock  Equity  has  been  the  retention  of  approxi¬ 
mately  $82,500,000  of  earnings  since  1935.  A 
chart  appears  on  page  thirty-nine  showing  —  on 
the  basis  of  per  share  of  Common  Stock  outstand¬ 
ing  —  earnings,  dividend  payments,  and  earnings 
retained. 
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Property  and  Equipment 
and  Alstores  Realty  Corporation 


The  principal  assets  of  a  department  store  are 
merchandise  inventory,  customers’  accounts,  and 
physical  plant  investments  in  fixtures  and  equip¬ 
ment  and  in  land  and  buildings,  or  in  leasehold 
improvements  if  its  real  estate  is  leased.  While 
inventory  and  customers’  accounts  vary  with  sales 
volume,  expenditures  for  physical  plant  are  fixed 
in  nature  and  are  recoverable  through  provisions 
for  depreciation  extending  over  a  number  of 
years.  A  brief  summarization  of  the  Company’s 
activities  over  the  past  twenty-five  years  in  regard 
to  this  important  subject  of  property  and  equip¬ 
ment,  together  with  the  closely  related  subject  of 
Alstores  Realty  Corporation,  follows. 

In  many  instances  the  former  owners  of  the 
stores  originally  acquired  by  the  Company  had 
permitted  physical  plants  to  deteriorate  in  the 
years  immediately  preceding  acquisition.  Pre¬ 
sumably  the  reasons  for  not  spending  the  required 
amount  of  money  to  keep  their  physical  plants  in 
strictly  first  class  condition  were  related  to  the 
reasons  which  eventually  led  to  the  sale  of  such 
stores  to  the  Company.  Before  the  Company  was 
in  a  position  to  do  such  rehabilitation  and  mod¬ 
ernization  work  it  was  faced  with  a  severe  de¬ 
pression  and  many  problems  of  an  organization, 
financial  and  operating  character.  Little  physical 
plant  improvement  work  was  done  in  this  era. 

In  the  post  depression  era  the  Company’s  Man¬ 


agement  placed  emphasis  on  the  development  of 
organization  form,  executive  personnel,  and  prin¬ 
ciples  and  techniques  of  operation.  Expenditures 
on  physical  plant  and  equipment  were  confined 
largely  to  essential  plant  maintenance,  including 
delayed  maintenance  work  of  the  depression 
years  and  prior  thereto.  Few  major  programs  of 
expansion  of  facilities,  or  even  of  a  general  phys¬ 
ical  plant  rehabilitation  and  modernization  char¬ 
acter,  had  been  executed  prior  to  the  outbreak  of 
World  War  II. 

Government  restrictions  on  construction  ac¬ 
tivities  and  shortages  of  labor  and  materials  re¬ 
duced  construction  work  to  an  absolute  minimum 
during  the  war  years.  At  the  close  of  World  War 
II,  the  Company  was  faced  with  the  necessity  of 
doing  within  a  few  years  many  physical  plant  jobs 
of  an  expansion,  rehabilitation  and  modernization 
character  which  under  more  nearly  normal  cir¬ 
cumstances  would  have  been  spread  over  the  pre¬ 
ceding  quarter-century. 

Large  expenditures  for  store  fixtures  and  equip¬ 
ment  were  required  by  a  vast  majority  of  the 
stores,  as  replacements  of  obsolete  and  fully  de¬ 
preciated  assets.  In  addition,  many  stores  re¬ 
quired  expanded  facilities.  Required  rehabilita¬ 
tion  and  modernization  work  on  buildings  added 
to  the  burden.  The  expiration  of  twenty-year 
leases  entered  into  in  1929  posed  many  physical 


plant  problems.  The  acquisition  of  stores  in¬ 
creased  the  Company’s  physical  plant  investment. 
As  a  consequence  of  all  of  the  above,  the  post 
World  War  II  period  was  one  in  which  physical 
plant  needs  drew  heavily  on  the  Company’s  man¬ 
agement  and  financial  resources. 

Store  Fixtures  and  Equipment 

This  type  of  asset  has  a  useful  life  ranging  from 
five  to  fifteen  years.  The  cost  of  such  equipment  is 
spread  over  its  life  through  provisions  for  de¬ 
preciation.  The  original  cost  of  newly  fixturing 
and  equipping  a  department  store  is  usually 
equivalent  to  from  10%  to  15%  of  annual  sales. 
Replacements  are  of  negligible  proportions  during 
the  first  few  years  following  a  new  installation  of 
fixtures  and  equipment,  and  provisions  for  de¬ 
preciation  reduce  the  carrying  value  of  such 
assets.  After  a  few  years,  however,  the  cost  of  re¬ 
placements  tends  to  balance  the  provision  for  de¬ 
preciation,  the  investment  in  fixtures  and  equip¬ 
ment  stabilizing  at  four  to  five  percent  of  annual 
sales. 

In  1929  the  Company’s  annual  sales  were  $112,- 
000,000.  The  Company’s  carrying  value  of  store 
fixtures  and  equipment  was  slightly  in  excess  of 
$4,700,000.  At  the  close  of  the  year  ended  January 
31, 1954,  when  annual  sales  volume  was  $516,000,- 
000,  the  Company’s  carrying  value  of  store  fix¬ 
tures  and  equipment  was  $25,946,000.  This  figure 
is  somewhat  high  as  a  result  of  larger  than  usual 
expenditures  for  store  fixtures  and  equipment  over 
the  past  few  years  in  connection  with  store  build¬ 
ing,  expansion  and  modernization  programs.  To 
a  degree,  the  current  abnormal  relationship  re¬ 
flects,  and  tends  to  offset,  subnormal  percentage 
relationships  existing  at  the  close  of  World  War  II 
as  a  result  of  wartime  restrictions  on  the  purchase 
and  installation  of  such  assets. 

It  is  to  be  expected  that  provisions  for  depre¬ 
ciation  will  exceed  replacements  over  the  next  few 
years.  Provision  for  depreciation  of  this  type  of 
asset  for  the  year  ended  January  31,  1954  was 
$3,391,926. 

Real  Estate 

In  1929  the  Company  started  with  an  investment 
in  land  and  buildings,  including  leasehold  im¬ 
provements,  of  approximately  $14,000,000.  Within 


the  next  ten  years  this  amount  was  almost  doubled 
as  a  result  of  advantageous  purchases  of  real 
estate  occupied  under  long-term  leases,  $8,200,- 
000;  the  acquisition  of  the  Pomeroy  stores  in 
eastern  Pennsylvania  and  of  Dey  Brothers,  Syra¬ 
cuse,  New  York,  which  owned  their  own  real 
estate,  $5,400,000;  and  the  construction  of  an  ad¬ 
dition  to  one  store  building  costing  $650,000. 
Properties  purchased,  including  those  owned  by 
store  subsidiaries  acquired,  were  subject  to  long¬ 
term  mortgage  debt  when  acquired,  or  such  debt 
was  incurred  as  a  part  of  the  transaction. 

Stores  acquired  in  1929  owned  certain  prop¬ 
erties  at  carrying  values  substantially  above  their 
market  value  in  the  post  depression  period.  In  the 
years  1942  to  1944,  inclusive,  such  properties  with 
a  carrying  value  of  $8,450,000  were  sold  to  out¬ 
side  investors  at  their  then  appraised  values,  the 
Company  retaining  occupancy  under  long-term 
leases. 

Reflecting  the  additions  and  sales  above  men¬ 
tioned  and  provisions  for  depreciation  for  the  pe¬ 
riod,  the  Company’s  carrying  value  of  land,  build¬ 
ings  and  leasehold  improvements  at  the  close  of 
1944  was  $21,200,000.  Property  additions  ap¬ 
proximated  $1,100,000  in  the  year  1945.  In  that 
year  the  Company  negotiated  the  sale  of  a  num¬ 
ber  of  properties  to  an  educational  institution  and 
entered  into  long-term  leases  in  regard  thereto. 
Since  these  properties  were  sold  at  approximately 
their  carrying  value,  no  material  profit  or  loss  re¬ 
sulted  therefrom.  As  a  result  of  this  sale  and  of 
the  annual  provision  for  depreciation,  the  carry¬ 
ing  value  of  land,  buildings  and  leasehold  im¬ 
provements  at  the  close  of  1945  was  reduced  to 
$6,300,000  and  the  Company  had  liquidated  all 
of  its  long-term  debt. 

By  January  31,  1954  the  Company’s  carrying 
value  of  land,  buildings  and  leasehold  improve¬ 
ments,  including  improvements  in  process,  had 
increased  to  somewhat  in  excess  of  seventeen  and 
one-half  million  dollars.  This  net  increase  of  ap¬ 
proximately  eleven  million  dollars  for  the  period, 
however,  reflected  real  estate  transactions  of  con¬ 
siderable  magnitude.  In  this  eight-year  period, 
the  Company  had  added  fifty-four  and  one-half 
million  dollars  to  its  physical  plants.  Properties 
with  a  carrying  value  of  $36,600,000,  which  had 


a  depreciated  cost  on  a  tax  basis  of  $37,200,000, 
were  sold  at  this  latter  figure,  on  a  lease-back 
basis,  to  Alstores  Realty  Corporation,  a  wholly 
owned  but  non-consolidated  subsidiary.  Provi¬ 
sions  for  depreciation  for  the  period  on  buildings 
and  leasehold  improvements  were  in  excess  of 
six  and  one-half  million  dollars. 

Of  the  fifty-four  and  one-half  million  dollars  of 
gross  additions  to  the  Company’s  physical  plants 
in  the  eight-year  period  ended  January  31,  1954, 
four  and  one-half  million  dollars  represented  land, 
buildings  and  leasehold  improvements  of  five 
stores  acquired  during  the  period.  The  remaining 
fifty  million  dollars  represented  an  advantageous 
purchase  of  a  retail  store  property  already  under 
lease  to  the  Company,  $1,750,000;  four  new  store 
buildings,  $15,780,000;  land  purchased  for  cus¬ 
tomer  parking  and  for  future  development, 
$1,000,000;  construction  of  two  warehouses. 
$1,750,000;  major  building  rehabilitation  and 
modernization  of  twelve  stores,  $13,780,000;  and 
other  property  acquisitions  and  improvements 
over  the  eight-year  period  for  the  Company  as  a 
whole  approximating  sixteen  million  dollars. 

It  has  been  the  general  practice  of  the  Company 
during  the  last  eight  years  to  acquire  property, 
improve  buildings  and  carry  out  construction  and 
major  rehabilitation  projects  and  then  sell  the 
improved  properties  to  Alstores  Realty  Corpora¬ 
tion  at  the  Company’s  cost  thereof.  Continued  oc¬ 
cupancy  of  the  properties  by  the  Company  has 
been  provided  through  lease-back  arrangements. 
Such  sales  were  entered  into  in  the  years  1948, 
$8,200,000;  1949,  $16,100,000;  1951,  $7,500,000; 
and  1952,  $5,400,000.  The  long-term  financing  of 
these  transactions  is  discussed  as  a  part  of  the 
operations  of  Alstores  Realty  Corporation. 


Year  Ended 

Buildings  and 

January  31 

Equipment  Owned 

1948 

$  3,256,195 

1949 

12,825,859 

1950 

35,679,431 

1951 

46,689,581 

1952 

69,279,221 

1953 

78,008,378 

1954 

80,897.104 

Alstores  Realty  Corporation 

Allied  Stores  Corporation  from  its  inception 
leased  some  of  the  real  estate  it  occupied  while 
owning  some  in  fee.  Such  ownership  generally  re¬ 
quired  substantial  Company  investment.  Most  of 
the  properties  were  subject  to  mortgages  which 
were  most  conservative  as  to  amounts  and  which 
carried  relatively  high  annual  requirements  for 
interest  and  amortization.  As  mentioned  earlier, 
much  of  the  retail  store  real  estate  owned  was  dis¬ 
posed  of  in  1945  through  a  sale  and  lease-back 
arrangement  with  an  educational  institution.  By 
1947,  when  the  Company  was  faced  with  a  physi¬ 
cal  plant  modernization  and  expansion  program 
of  some  magnitude,  institutional  lenders,  under 
the  pressure  of  the  soft  money  policy  of  the  pe¬ 
riod,  had  liberalized  their  lending  policies  as  to 
required  equity  investment,  interest  rates  and  an¬ 
nual  amortization  requirements.  Under  these 
changed  conditions,  it  became  more  advantageous 
to  own  real  estate  than  to  lease  from  outside  in¬ 
vestors. 

In  late  1947,  Allied  Stores  Corporation  or¬ 
ganized  a  wholly  owned  but  non-consolidated  real 
estate  subsidiary,  Alstores  Realty  Corporation. 
The  first  purchase  of  real  estate  by  Alstores  Realty 
Corporation  amounted  to  approximately  three 
and  one-quarter  million  dollars  in  connection  with 
the  Company’s  entrance  into  Cleveland,  Ohio.  In 
each  subsequent  year,  Alstores  Realty  Corpora¬ 
tion  has  increased  its  real  estate  holdings,  obtain¬ 
ing  most  of  the  necessary  funds  through  long-term 
borrowings  from  insurance  companies.  Its  real 
estate  holdings,  long-term  debt,  and  earnings  for 
each  year  since  its  inception  are  reflected  in  the 


following  summary: 

Long-Term  Debt 

Net  Earnings 

$  2,500.000 

S  9,210 

10,552,700 

14,862 

30,435,551 

18,755 

39,703.508 

61,580 

59,572,563 

223,624 

71,605,799 

277,909 

71,320,096 

373.275 

Real  estate  acquisitions  of  Alstores  Realty  Cor¬ 
poration  and  their  approximate  costs  may  be 
classified  as:  purchase  of  properties  from  the 
Company  at  tax  cost  carrying  values  and  lease¬ 
back  of  same  to  the  Company,  $37,200,000;  ad¬ 
vantageous  purchases  from  outside  landlords  of 
properties  already  under  long-term  leases  to  the 
Company,  $24,260,000;  construction  work  on 
properties  already  owned  and  under  lease  to  the 
Company,  $7,400,000;  purchases  of  properties 
from  outsiders  made  available  to  the  Company 
for  use  in  connection  with  the  establishment  of 
new  stores,  $9,900,000;  and  purchases  and  con¬ 
struction  costs  of  properties  leased  to  outsiders  — 
others  than  the  Company  —  $8,700,000.  Provi¬ 
sions  for  depreciation  on  the  foregoing  properties 
since  the  dates  of  their  acquisition  have  been  in 
excess  of  six  and  one-half  million  dollars,  reducing 
their  carrying  value  on  January  31,  1954  to 
$80,897,104. 

The  purchase  of  properties  from  the  Company 
in  the  five  years  1948-1952,  inclusive,  for  $37,- 
200,000,  as  previously  mentioned,  included  five 
newly  constructed  store  buildings,  numerous 
warehouses,  most  of  the  land  on  which  these  build¬ 
ings  were  located,  parking  lots,  and  improvements 
made  by  the  Company  on  property  owned  by 
Alstores  Realty  Corporation. 

Properties  purchased  which  prior  thereto  were 
under  lease  to  the  Company,  $24,260,000,  in¬ 
cluded  a  favorable  repurchase  of  most  of  the 
properties  previously  sold  by  the  Company  to  an 
educational  institution  in  1945,  $11,450,000;  the 
Bon  Marche  Seattle  building,  $7,350,000;  the  Bon 
Marche  Spokane  building,  $1,800,000;  the  prin¬ 
cipal  properties  occupied  by  four  small  stores, 
$1,900,000;  land  under  owned  buildings,  $1,030,- 
000;  and  a  warehouse  property,  $730,000. 

These  purchases  of  properties  which  prior 
thereto  were  under  lease  to  the  Company  were  on 
a  basis  favorable  to  Alstores.  The  Company’s  new 
leases,  entered  into  at  the  time  of  these  purchase 
transactions,  were  more  favorable  to  the  Com¬ 
pany  than  those  existing  prior  thereto.  In  addi¬ 
tion,  the  Company  gained  the  advantage  of 
greater  freedom  of  operations  with  an  assured 
friendly  and  interested  landlord. 

In  this  eight-year  period,  Alstores  Realty  Cor¬ 


poration  spent  $7,400,000  in  expansion  and  re¬ 
habilitation  of  properties  already  under  lease  to 
the  Company.  These  leases  were  modified  so  as  to 
compensate  Alstores  Realty  Corporation  for  its 
increased  investment  in  these  properties.  The 
principal  properties  affected  by  this  program  were 
the  main  store  properties  occupied  by  the  Com¬ 
pany  in  Cleveland  and  Columbus,  Ohio,  and  in 
San  Antonio  and  Dallas,  Texas. 

Purchase  of  properties  from  outsiders  made 
available  to  the  Company  for  use  in  connection 
with  the  establishment  of  new  stores,  $9,900,000, 
included  a  large  retail  store  building  in  Cleveland; 
the  Bon  Marche  branch  store  in  the  Northgate 
Shopping  Center,  Seattle;  land  and  buildings  lo¬ 
cated  on  one  of  the  principal  business  corners  of 
San  Diego,  California;  and  certain  purchases  of 
land  for  future  development. 

The  acquisition  of  real  estate  leased  to  out¬ 
siders,  $8,700,000,  includes  principally  the  North- 
gate  Shopping  Center,  Seattle,  Washington,  and 
an  apartment  house  development  connected  there¬ 
with.  As  a  matter  of  policy,  Alstores  Realty  Cor¬ 
poration  confines  its  activities  to  the  field  of  in¬ 
terest  of  the  Company.  The  development  of 
Northgate  Shopping  Center  was  a  part  of  a  plan 
to  establish  a  major  branch  of  Bon  Marche  Seattle 
in  the  area. 

The  following  statements  have  been  made  in 
earlier  annual  reports  of  Allied  Stores  Corpora¬ 
tion  regarding  the  purpose  and  principles  of  oper¬ 
ations  of  Alstores  Realty  Corporation. 

“Alstores  Realty  Corporation  is  a  vehicle  used 
by  Allied  Stores  Corporation  to  enable  it  to  take 
the  maximum  advantage  of  the  most  favorable 
form  of  real  estate  financing  and  still  conform 
with  its  long  established  policy  of  keeping  its 
stockholders’  funds  invested  primarily  in  the  field 
of  merchandising,  the  Company’s  principal 
activity. 

“Allied  Stores  Corporation  and  Subsidiaries 
Consolidated  are  not  obligated  on  the  indebted¬ 
ness  of  Alstores  Realty  Corporation.  In  turn,  Al¬ 
stores  Realty  Corporation  is  not  subject  to  the 
restrictive  provisions  of  the  Company’s  long-term 
notes  regarding  the  placement  of  debt.  Due  to 
fundamental  differences  in  purpose,  methods  of 
operation,  financial  structure  and  policies  as  con- 


trasted  with  other  subsidiaries  of  the  Company, 
Alstores  Realty  Corporation  is  not  consolidated 
therewith.  It  is  believed  that  to  do  so  would  cer¬ 
tainly  be  confusing  and  might  be  misleading. 

“Leases  on  properties  owned  by  Alstores  Realty 
Corporation  and  occupied  by  Allied  Stores  Corpo¬ 
ration  and  Subsidiaries  Consolidated,  of  course, 
carry  obligations  for  rental  payments.  Leases  of 
subsidiaries  are  guaranteed  by  Allied  Stores  Cor¬ 
poration  just  as  is  often  the  case  with  outside 
landlords.  The  ‘exposure’  or  risk  of  Allied  Stores 
Corporation  and  Subsidiaries  Consolidated  in  re¬ 
gard  to  the  activities  of  Alstores  Realty  Corpora¬ 
tion  consists  of  a  one  million  dollar  investment  in 
all  of  the  Common  Stock  of  Alstores  Realty  Cor¬ 
poration  and  of  cash  advances  to  it.” 

Rentals  received  by  Alstores  Realty  Corporation 
from  properties  occupied  by  the  Company  are 
more  than  adequate  to  meet  interest  and  amortiza¬ 
tion  charges  on  the  funded  debt  incurred  in  con¬ 
nection  therewith.  Assuming  refundings  of  remain¬ 
ing  balances  of  existing  long-term  debt  at  maturity 
on  approximately  existing  terms,  Alstores  Realty 
Corporation  will  own  free  and  clear  properties 
having  current  carrying  values  of  $32,600,000  by 


1979,  a  total  of  $58,300,000  by  1985  and  a  grand 
total  of  over  $75,000,000  by  around  1990. 

The  original  amounts  of  the  long-term  debt  now 
outstanding  have  been  reduced  $5,054,000  by 
amortization.  The  fact  that  institutional  lenders 
within  the  past  six  years  loaned  $75,243,000 
against  property  and  equipment  now  carried  on 
the  books  of  Alstores  at  $76,248,000  gives  some 
indication  as  to  the  conservative  nature  of  the 
carrying  value  of  these  assets.  Also,  the  fact  that 
annual  depreciation  charges  are  approximately 
twenty  percent  in  excess  of  amortization  require¬ 
ments  tends  to  indicate  the  soundness  of  the  long¬ 
term  debt  structure.  Also,  long-term  debt  matu¬ 
rities  within  the  next  eight  years  total  less  than 
$1,100,000. 

From  the  viewpoint  of  the  Company,  its  leases 
with  Alstores  Realty  Corporation  are  more  fa¬ 
vorable  than  those  generally  available  from  out¬ 
side  landlords.  Added  advantages  to  the  Company 
are  the  greater  flexibility  of  operations  and  the 
assured  cooperation  of  its  landlord.  The  Company 
makes  a  good  tenant  for  Alstores  Realty  Corpora¬ 
tion  while  it,  in  turn,  is  the  best  landlord  for  the 
Company. 


Why  Allied  Grew 


Research 

It  was  well  recognized  by  the  close  of  the  Com¬ 
pany’s  first  five  years  of  operations,  at  the  end  of 
the  great  depression,  that  the  Company  was  faced 
with  many  problems.  The  principal  problems  per¬ 
tained  to  organization  form,  merchandising  prin¬ 
ciples  and  techniques,  and  store  operations.  There 
were  no  proven  patterns  that  were  applicable. 
Research  was  the  obvious  key  to  the  solution  of 
these  problems.  The  new  president  elected  in 
January,  1934,  had  spent  much  of  his  business 
life  in  research  work  on  problems  of  retail  dis¬ 
tribution.  Research  has  exerted  strong  influences 
on  the  Company’s  operations  over  the  past  twenty 
years  and  has  been  considered  a  primary  function 
of  the  Company’s  central  office  organization. 

Organization  Form 

The  organization  form  required  to  enable  the 
stores  to  retain  the  maximum  of  the  advantages 
of  the  independent  department  store  and  at  the 
same  time  obtain  the  maximum  advantages  of  the 
competitive  chain  stores  was  one  of  the  most  diffi¬ 
cult  problems  facing  the  Company  in  the  post 
depression  period.  Relationships  between  the 
stores  and  the  central  organization,  and  the  estab¬ 
lishment  of  lines  of  responsibility  in  regard  there¬ 
to,  had  to  be  defined  properly  and  an  organization 
form  devised  to  effectuate  same. 

The  form  of  organization  evolved  by  the  Com¬ 
pany  is  based  on  the  principle  of  decentralization 
of  responsibility  to  the  individual  store  level  ac¬ 
companied  by  central  office  activities  of  two  dis¬ 
tinct  types  —  to  render  service  to  the  stores  and 
to  supervise  and  guide  the  store  managements. 
Those  of  the  central  organization  who  service, 


do  not  supervise.  The  executives  of  an  individual 
store  are  responsible  only  to  the  management  of 
that  store. 

The  executive  personnel  of  an  individual  store 
owned  by  the  Company  is  very  similar  in  number, 
caliber  and  function  to  that  of  independently 
owned  department  stores  of  like  size  and  charac¬ 
ter.  The  form  of  organization  is  usually  changed 
but  little  when  an  independently  owned  store  is 
acquired  by  the  Company.  Activities  of  the  central 
organization  are  directed  toward  making  the 
efforts  of  the  individual  store  executives  more 
effective  rather  than  toward  minimizing  their 
importance. 

Store  management  supervision  is  a  function  of 
the  administrative  officers  of  the  Parent  Company. 
For  this  purpose,  the  stores  are  divided  into 
groups,  each  under  a  supervising  officer  known 
as  the  group  manager.  Relationships  of  the  chief 
executive  of  an  individual  store  with  that  store’s 
group  manager  are  those  which  should  exist  be¬ 
tween  the  chief  executive  officer  of  an  independ¬ 
ently  owned  company  and  an  active  and  fully 
qualified  board  of  directors.  Organization  form; 
caliber  and  effectiveness  of  executive  personnel; 
policies,  principles  and  practices  of  merchandis¬ 
ing  and  operations;  budgets  and  plans;  and  phys¬ 
ical  plant  constitute  the  primary  interests  of  the 
group  manager  in  regard  to  each  store  under  his 
supervision. 

Merchandising 

The  problem  of  bringing  the  advantages  of  the 
successful  chain  stores  to  a  group  of  department 
stores,  which  had  been  independently  founded  and 
operated  on  a  principle  of  decentralization  of  au¬ 
thority  within  the  individual  store,  centered  pri¬ 
marily  on  the  factor  of  merchandise  procurement. 


Much  research  work  was  necessary  in  order  to  ob¬ 
tain  a  true  picture  of  just  what  the  better  operated 
chain  stores  were  doing  and  just  how  they  were 
doing  it.  As  an  aid  in  this  endeavor,  executives 
holding  key  positions  in  such  companies  were 
employed  by  the  Company  to  work  with  a  selected 
group  of  department  store  trained  executives. 

The  assignment  was,  “What  do  the  chains  do 
that  can  be  so  adapted  as  to  fit  into  the  Company’s 
operations  and  still  enable  its  stores  to  retain  the 
character  and  advantages  of  the  department 
store?”  It  was  soon  determined  that  the  problems 
and  opportunities  of  modified  centralized  actions 
varied  widely  as  between  types  of  merchandise 
and  often  between  quality  grades  of  a  given  type. 
There  was  no  one  answer.  There  were  many 
answers. 

This  problem  was  worked  on  most  aggressively 
in  the  1934  to  1939  period.  Many  ideas  were  dis¬ 
carded  before  trial.  Many  trials  ended  in  dis¬ 
appointments.  Ideas,  which  upon  trial  showed 
some  promise  of  being  successful,  were  modified 
and  refined.  Implementation  of  ideas  through  the 
development  of  proper  techniques,  and  then  gain¬ 
ing  acceptance  of  the  idea  and  the  technique, 
proved  to  be  as  important  and  as  difficult  as  was 
the  development  of  the  idea  itself.  In  the  1934  to 
1939  period  a  great  number  of  merchandising  pro¬ 
grams  were  developed,  tested  and  adopted  by  the 
stores.  Most  of  the  Company’s  research  work  in 
this  field  during  the  past  fifteen  years  has  repre¬ 
sented  refinements  and  extensions  of  activities 
launched  prior  to  1939. 

Merchandise  sold  in  an  Allied  store  today  may 
be  selected  and  purchased  by  a  buying  executive 
of  that  store,  by  a  group  of  such  executives  from 
several  of  the  stores,  a  similar  executive  of  one  of 
the  Company’s  buying  offices,  or  by  a  combination 
of  the  efforts  of  store  and  buying  office  executives. 
The  exact  method  used  varies  widely  by  lines  of 
merchandise  and  is  dictated  primarily  by  the  im¬ 
portance  of  the  item,  the  characteristics  of  the 
merchandise,  and  the  markets  from  which  it  is  ob¬ 
tained.  Regardless  of  the  particular  method  used 
in  the  selection  of  an  item  and  the  negotiation  of 
terms  of  purchase,  questions  of  quantities  and 
timing  remain  the  primary  responsibility  of  the 
executives  of  the  individual  store. 


Merchandise  procurement  activities  in  which 
the  stores  operate  as  a  unit  include  those  volume 
producing  lines  of  merchandise  which  require 
constant  replenishment  of  stocks  with  new  styles  or 
designs,  such  as  inexpensive  dresses,  and  staples 
that  have  a  continuing  consumer  demand  in  prac¬ 
tically  all  areas  of  the  country.  Much  of  this  latter 
type  of  merchandise  is  manufactured  under  con¬ 
tract  to  meet  Company  specifications  and  sold 
under  Company  owned  and  copyrighted  brand 
names.  These  staple  lines  of  merchandise  are  sub¬ 
jected  periodically  to  tests  by  an  independent 
laboratory  as  an  assurance  of  consistent  qualities. 


Practically  every  department  in  every  store  par¬ 
ticipates  in  varying  degrees  in  these  company-wide 
volume  producing  merchandise  procurement  ac¬ 
tivities.  Less  important  lines  of  merchandise  and 
those  of  a  store  character  distinguishing  type  con¬ 
tinue  to  be  purchased  by  the  procurement  execu¬ 
tives  of  the  individual  store,  thereby  enabling  it 
to  maintain  its  individuality  and  to  serve  the 
particular  needs  of  its  community  and  customers. 

Store  Operations 

Improving  the  quality  of  customer  service  while 
maintaining  a  proper  operating  cost  in  the  face  of 
constantly  increasing  taxes,  insurance  costs,  ad¬ 
vertising  rates,  wage  levels  and  supply  costs  is  a 
problem  of  many  facets  requiring  constant  re¬ 
search  and  study.  Staffs  specializing  in  different 
phases  of  this  problem  are  maintained  by  the  Com¬ 
pany.  Specialists  in  insurance  and  taxes  are  con¬ 
stantly  studying  the  Company’s  problems  in  these 
respects. 

An  advertising  and  promotional  staff  acts  as  a 
clearing  house  for  promotional  ideas  and  experi¬ 
ences;  has  developed  an  advertising  copy  pre- 
evaluation  method  and  improved  methods  of  sales 
planning;  produces  advertising  for  Company- 


wide  merchandising  programs;  prepares  annual 
seasonal  catalogues  for  use  by  the  stores;  and 
issues  bulletins  illustrating  more  effective  methods 
of  merchandise  presentation  and  dramatization. 
The  Company’s  annual  publicity  and  advertising 
costs  are  over  one  million  dollars  less  than  na¬ 
tional  average  figures  for  department  stores. 

Standardization  and  simplification  of  supplies, 
manualization  of  their  use,  and  group  purchasing 
of  same  result  in  savings  of  well  over  two  million 
dollars  annually.  Time  studies,  unit  production 
records,  incentive  compensation  plans  and  im¬ 
provements  in  methods  are  other  fields  in  which 
the  Company  has  done  much  research  work  over 
the  years.  As  an  indication  of  the  productivity  of 
such  work,  the  Company’s  annual  accounting  and 
credit  costs  alone  are  one  and  one-half  million  dol¬ 
lars  below  the  national  department  store  average. 


Economic 

This  type  of  research  work  covers  a  wide  field. 
Raw  commodity  supplies  and  prices,  together  with 
wage  levels,  existing  and  prospective,  are  related 
to  the  cost  of  various  manufactured  products. 
Trends  in  consumer  demand  as  reflected  by  the 
detailed  store  sales  statistics  are  studied  and  their 
future  influence  on  the  Company’s  market  is 
evaluated.  Birth  rates,  population  increases  by  age 
brackets,  and  changes  in  living  habits  such  as 
migrations  to  the  suburbs  are  related  to  the  Com¬ 
pany’s  merchandising  programs.  Increases  or  de¬ 
clines  of  population  and  trends  of  average  earn¬ 
ings  are  studied  by  areas  and  cities  as  a  guide  to 
Company  expansion.  The  balance,  or  lack  of 
balance,  between  production  and  consumption  is 
watched  closely  by  lines  of  merchandise.  Fore¬ 
casts  are  made  periodically  as  to  prospective  sales 
volume  and  price  levels. 


Education 

The  best  organization  form,  merchandising 
principles  and  techniques,  and  operating  methods 
and  systems  become  meaningful  only  in  the  hands 
of  an  executive  staff  which  understands  and  be¬ 
lieves  in  them.  The  Company’s  research  into  these 
subjects  was  paralleled  by  a  program  of  education 
and  even  propagandization.  As  ideas  were  proven 
they  were  taught  and  sold  to  those  upon  whom 
their  successful  application  depended.  This  educa¬ 
tional  work  has  been  a  continuing  activity  of  the 


Company  over  the  past  twenty  years.  It  has  taken 
many  forms. 

That  the  Company’s  educational  and  training 
activities  have  been  effective  and,  therefore,  good 
for  the  Company  and  for  the  individual  is  shown 
best  by  a  study  of  the  present  executive  organiza¬ 
tion.  The  Company’s  president  and  five  of  its  vice- 
presidents  joined  the  Company  in  the  past  twenty- 
five  years  at  annual  salary  rates  averaging  less 
than  twenty-five  hundred  dollars.  Eighty-five  per¬ 
cent  of  the  over  two  thousand  executives  of  the 


Company  attained  their  present  position  by  pro¬ 
motion  from  within  the  Company.  Of  the  chief 
executives  of  the  Company’s  seventy-three  stores, 
sixty-three  have  been  promoted  to  those  positions, 
while  eight  held  their  present  position  at  the  time 
the  individual  store  was  acquired  and  two  were 
employed  by  the  Company  to  fill  their  present 
positions. 

Also  reflecting  these  educational  and  training 
activities,  twenty-five  percent  of  all  the  Company’s 
over  two  thousand  executives  are  under  thirty 
years  of  age  and  over  sixty  percent  are  under 
forty.  Thirty-eight  percent  of  the  Company’s  ex¬ 
ecutives  are  women  —  a  recognition  of  the  fact 
that  a  vast  majority  of  the  Company’s  customers 
are  women.  The  Company’s  success  in  its  execu¬ 
tive  educational  and  training  activities  and  the 
accompanying  policy  of  filling  executive  vacancies 
from  within  the  Company  can  be  attributed  in 
part  to  the  wide  diversity  in  size  of  the  Company’s 
stores  —  growth  to  great  heights  within  the  Com¬ 
pany  are  possible  even  for  individuals  employed 
in  the  smallest  units. 

Continuous  interest  in  and  emphasis  on  educa¬ 
tional  and  training  work,  as  a  result  of  which 
every  executive  in  the  Company  is  continuously 
impressed  with  his  obligation  and  responsibility 
to  train  an  assistant  to  fill  his  position  or  one 
similar  thereto,  is  perhaps  the  most  potent  force 
in  the  Company’s  educational  program. 

Other  educational  activities  appear  in  many 
forms  and  places.  As  an  example,  an  executive  of 
an  individual  store  meets  regularly  with  his  coun¬ 
terpart  of  other  stores.  This  occurs  with  executives 
of  all  levels  from  the  department  manager  up  to 
and  including  the  chief  executives  of  the  stores.  A 
major  part  of  such  meetings  is  educational  in 
nature,  conducted  by  discussion  leaders  with  free 
and  open  discussion  by  all. 

Also,  as  a  second  example,  the  Company  spon¬ 
sors  voluntary  organizations  of  the  executives  of 
each  store  known  as  Builders  Clubs.  The  agenda 
for  the  regularly  scheduled  meetings  of  such  clubs 
is  made  up  of  subjects  having  to  do  with  mer¬ 
chandising  principles,  store  policies,  departmen¬ 
tal  responsibilities  and  relationships,  etc.  Again, 
the  meetings  provide  for  discussion  leaders,  with 
free  and  open  discussion  by  all. 


The  foregoing  educational  activities  are  gener¬ 
ally  available  only  to  executives  and  certain  junior 
executives  of  unusual  promise  or  merit.  In  order 
to  assure  an  adequate  supply  of  junior  executives 
capable  not  only  of  performing  such  work  but 
also  capable  of  benefiting  from  such  educational 
activities  the  Company  administers  a  formal  pro¬ 
gram  of  education  and  training.  Each  year  ap¬ 
proximately  five  hundred  candidates  are  recruited 
from  within  the  stores  and  from  colleges.  Each 
store  and  the  central  office  recruit  a  given  quota 
of  candidates,  based  on  size  of  unit,  and  its  execu¬ 
tives  administer  the  outlined  study  and  work 
course. 

This  study  and  work  course  was  prepared 
jointly  by  the  executives  of  the  Company  and  a 
well  recognized  school  specializing  in  merchandis¬ 
ing  and  promotion.  It  provides  for  periods  of 
classroom  study  and  discussion  alternating  with 
work  assignments.  The  work  assignments  are  so 
arranged  that  within  a  year  the  candidate  will 
have  worked  for  a  brief  period  in  every  important 
activity  or  division  of  a  department  store.  These 
work  assignments  acquaint  the  student  with  the 
varied  activities  of  the  whole  store  —  their  rela¬ 
tionships  and  importance  —  and  are  also  helpful 
to  the  student  and  management  in  deciding  on  a 
permanent  work  assignment  based  on  demon¬ 
strated  interest  and  aptitudes. 

When  the  candidates  have  successfully  com¬ 
pleted  their  twelve  months  of  classroom  studies 
and  general  work  assignments  throughout  the 
store,  they  are  usually  given  junior  executive  jobs. 
The  Company  provides  for  those  most  outstanding 
in  their  studies  and  work,  a  second  year  of  ad¬ 
vanced  studies  to  be  pursued  while  on  these  regu¬ 
lar  junior  executive  assignments. 

Many  of  those  recruited  by  the  Company  for 
these  executive  training  courses  fail  to  complete 
them.  The  percentage  of  those  who  drop  out  for 
various  reasons,  however,  is  not  as  great  as  that 
experienced  by  recognized  schools  of  advanced 
study.  Continuity  of  employment  following  the 
completion  of  the  course  is  also  better  than  that 
experienced  with  comparable  age  groups  who  have 
not  had  the  training.  Many  of  those  who  upon 
completion  of  the  course  were  given  junior  execu¬ 
tive  assignments  in  a  position  of  line  responsibility 


have  made  rapid  advancement  in  the  Company. 

Personnel 

That  retailing  is  essentially  a  business  of 
“people”  rather  than  one  of  “things”  is  a  funda¬ 
mental  that  has  been  stressed  within  the  Company 
throughout  most  of  its  twenty-five  years.  The 
retailer  derives  no  important  protection  or  assist¬ 
ance  competitively  from  patents,  copyrights  or 
even  trademarks.  Most  lines  of  merchandise  can 
be  purchased  by  others  at  the  same  price  and, 
therefore,  sold  to  the  consumer  on  a  direct  com¬ 
petitive  basis.  The  differences  between  retail  stores 
are  principally  differences  in  people.  Organization 
morale  or  attitude  is  recognized  as  a  powerful 
influence  working  for  either  success  or  failure. 
Good  employee  relations  are  believed  to  be  based 
on,  or  to  be  synonymous  with,  good  human  re¬ 
lations. 

It  is  recognized  that  a  retail  business  can  pros¬ 
per  and  grow  only  as  its  personnel  prosper  and 
grow.  Increased  earnings  through  increased  pro¬ 
ductivity  is  stressed  throughout  the  Company. 
Encouragement  of  the  better,  and  the  correction 
or  eventual  elimination  of  the  less  worthy,  is  a 
continuing  daily  practice.  Increased  productivity 
and,  therefore,  a  greater  earning  power  of  the 
worker  through  work  simplification  and  improved 
methods  and  techniques,  is  constantly  emphasized 
throughout  the  Company.  Incentive  compensation 
plans  are  used  generally  throughout  the  Company 
and  include  piece  work  production  bonuses;  sales 
commissions;  bonuses  based  on  departmental 
operations  for  department  and  divisional  man¬ 
agers;  and  profit  sharing  arrangements  for  top 
managements  of  the  stores  and  the  central  office 
organization. 

While  the  proper  management  of  personnel  is 
recognized  as  perhaps  the  most  important  func¬ 
tion  of  every  executive,  personnel  specialists  are 
employed  to  work  with  and  advise  these  executives 
on  this  important  phase  of  their  work.  It  is  the 
responsibility  of  such  specialists  to  see  that  the 
people  in  the  organization  do  prosper  and  grow. 
In  each  of  the  larger  stores,  such  a  personnel 
specialist  is  included  as  a  member  of  the  store’s 


top  management  team,  frequently  with  the  title 
of  vice-president.  The  central  office  organization 
of  the  Company  includes  a  personnel  division 
which  works  with  the  other  divisions  of  the  central 
office  and  with  the  stores  in  the  improving  and 
strengthening  of  all  personnel  activities  through¬ 
out  the  Company. 

The  Company  recognizes  the  growing  trend  of 
the  employer’s  assuming  an  ever  increasing  re¬ 
sponsibility  for  the  present  and  future  welfare  of 
the  employee.  The  Company  has  two  group  life 
insurance  plans  —  one  paid  for  wholly  by  the 
Company  and  one  in  which  the  individual  partici¬ 
pates  in  the  cost.  Retired  employees  with  extended 
terms  of  service  receive  settlement  benefits  or 
regular  payments  supplementing  their  federal  old 
age  retirement  payments.  The  Company  purchases 
retirement  annuities  from  a  life  insurance  com¬ 
pany  to  supplement  federal  old  age  retirement 
benefits  of  executives.  Health  and  accident  insur¬ 
ance  is  carried  by  the  Company  for  the  benefit 
of  executives  in  addition  to  general  hospitalization 
and  surgical  insurance  plans  which  are  sponsored 
by  the  Company  with  costs  borne  by  the  individ¬ 
ual  and  the  Company.  Credit  unions  are  sponsored 
by  the  Company  as  an  encouragement  to  save  and 
as  an  aid  to  those  in  temporary  need  of  funds. 

Seniority  is  recognized  throughout  the  Com¬ 
pany  as  a  strongly  influencing  factor  in  regard  to 
continuity  of  employment.  However,  promotions 
are  based  primarily  on  merit.  Periodic  reviews  of 
all  personnel  are  made  to  discover  unusual  talent 
and  to  make  sure  it  is  rewarded  by  increased  com¬ 
pensation,  by  improved  opportunity  for  growth, 
or  by  promotion.  These  reviews  also  spotlight 
weaknesses  in  productivity  which  indicate  the 
need  for  additional  training,  transfer,  or  replace¬ 
ment.  Counselling  services  are  available  in  many 
of  the  stores  to  aid  the  employees  with  their  busi¬ 
ness  or  personal  problems. 

No  review  of  the  Company’s  first  twenty-five 
years  would  be  complete  without  the  foregoing 
brief  summary  of  its  personnel  activities,  which 
represent  a  very  vital  part  of  the  Company’s  oper¬ 
ations.  To  the  customer,  the  individual  employee 
contacted  is  the  “store.”  The  individual  employees 
in  the  aggregate  make  or  break  a  store.  A  retail 
store  is  “people”  not  “things.” 


C.  C.  ANDERSON 


CHARLES  B.  BARNES.  JR. 


PERCY  J.  EBBOTT 


HORACE  C.  FLANIGAN 


ROBERT  R.  GUTHRIE 


R.  C.  KRAMER 


MALCOLM  P.  McNAIR  EUSTACE  SEUGMAN 


HAROLD  J.  SZOLD 


Directors 


Directors 


FISCAL  COUNSEL 

PAUL  M.  MAZUR 
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and  Officers 


Officers 


ARTHUR  C.  HALLAN 


THEODORE  R.  BROUILLETTE* 


JAMES  H.  CALVERT* 


ALBERT  COONS* 


REX  L.  ALLISON 


W.  EARL  McCORMICK* 
•also  a  Director 


EDWARD  R.  MITTON* 


JAMES  H.  REEDY  THEODORE  SCHLESINGER 
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